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ECONOMIC  SECURITY  ACT 


TUESDAY,  FEBRUARY  5,  1935 

House  of  Representatives, 

Committee  on  Ways  and  Means, 

Washington,  D.  C. 

The  committee  met  at  10  a.  m.,  Hon.  Robert  L.  Dough  ton  (chair- 
man) presiding. 

The  Chairman.  The  committee  will  be  in  order. 

The  first  witness  this  morning,  in  further  consideration  of  the 
economic  recovery  bill,  is  Hon.  Henry  Morgen thau,  Jr.,  Secretary  of 
the  Treasury. 

We  are  also  honored  with  the  presence  of  Miss  Perkins,  the  Secre- 
tary of  Labor,  whom  we  shall  be  glad  to  hear  if  she  desires  to  make  a 
statement  this  morning. 

Mr.  Secretary,  we  shall  be  pleased  to  hear  you  at  this  time. 

STATEMENT  OF  HON.  HENRY  MORGENTHAU,  JR.,  SECRETARY  OF 

THE  TREASURY,  ACCOMPANIED  BY  A.  J.  ALTMEYER,  SECOND 

ASSISTANT  SECRETARY,  DEPARTMENT  OF  LABOR 

Secretary  Morgenthau.  Mr.  Chairman  and  gentlemen  of  the 
committee: 

The  chief  suggestions  that  we  should  like  to  make  in  connection 
with  the  economic  security  bill  are  the  following:  (1)  The  substitu- 
tion in  the  contributory  old-age  annuity  system  of  a scale  of  con- 
tributory taxes  and  benefit  payments  that  will  facilitate  the  con- 
tinued operation  of  the  system  on  an  adequate  and  sound  financial 
basis,  without  imposing  heavy  burdens  upon  future  generations; 
(2)  the  transference  from  the  Social  Insurance  Board  to  the  Treasury 
Department  of  the  function  of  issuing  and  selling  voluntary  annuity 
certificates;  and  (3)  administrative  simplification. 

OLD-AGE  PROVISIONS 

1.  By  inaugurating  a national  contributory  old-age  annuity  system, 
the  Federal  Government  is  undertaking  very  heavy  responsibilities 
extending  from  year  to  year  into  the  indefinite  future.  Under  the 
modification  that  we  shall  suggest,  as  well  as  under  the  plan  now 
incorporated  in  the  economic  security  bill,  the  sums  to  be  paid  out 
each  year  in  benefit  payments  will  rise  to  more  than  $4,000,000,000. 
It  is  obvious  that  we  must  make  sure  now  that  the  provisions  incor- 
porated in  the  bill  will  enable  the  Federal  Government  continuously 
to  meet  the  heavy  and  recurring  liabilities  that  will  be  imposed  upon 
it. 

2.  Under  the  provisions  now  embodied  in  the  economic  security 
bill,  the  Federal  Government  is  called  upon  to  defray,  out  of  its  general 
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revenues,  not  only  one-half  the  cost  of  the  Federal-State  system  of 
noncontributory  old-age  assistance,  but  also  the  cost  of  substantial 
unearned  gratuities  that  are  provided  under  the  contributory  system 
for  persons  who  will  retire  during  the  next  40  years.  The  benefits 
provided  for  such  persons  will  be  substantially  in  excess  of  the  con- 
tributions, plus  interest,  made  in  their  behalf.  Such  excess  benefit 
payments  would  be  borrowed  from  current  contributions  to  the  fund 
and  repaid  with  compound  interest  in  subsequent  years.  In  conse- 
quence, under  the  present  bill,  by  1980  and  forever  after,  the  cost  of 
the  contributory  system  to  the  Federal  Government  is  estimated  at 
$1,500,000,000  a year.  This  burden  is  in  addition  to  a Federal  cost 
estimated  at  $504,000,000  a year  in  1980  and  thereafter  for  the 
non  contributory  system. 

3.  The  alteration  that  we  recommend  will  make  it  possible,  without 
the  imposition  of  onerous  burdens  upon  the  future,  to  provide  annui- 
ties ranging  from  $22.50  to  $82.50  per  month  for  individuals  whose 
monthly  wages  have  averaged  $150  or  more;  $15  to  $55  for  those 
whose  monthly  wages  have  averaged  $100;  and  $7.50  to  $27.50  for 
those  whose  monthly  wages  have  averaged  $50 — the  monthly  annui- 
ties in  each  case  varying  with  the  number  of  years  of  contributions. 
This  scale  of  benefits  is  the  same  as  that  now  incorporated  in  the 
economic  security  bill  for  those  who  retire  during  the  first  10  years. 
Our  scale  is  somewhat  smaller  than  that  now  incorporated  in  the  bill 
for  those  who  retire  between  10  and  30  years  after  the  system  goes 
into  effect ; and  our  scale  is  distinctly  higher  thereafter.  The  aggregate 
benefit  payments  under  the  plan  that  we  propose  are  substantially 
identical  with  those  now  incorporated  in  the  bill,  as  may  be  seen  in 
the  appended  tables.  The  small  number  of  individuals  who  receive 
very  modest  annuities  under  the  scale  that  we  recommend  would  be 
eligible  to  have  these  supplemented  under  the  noncontributory  system, 
precisely  as  is  the  case  under  provisions  now  incorporated  in  the  bill. 

4.  Any  actuarial  computations  extending  indefinitely  into  the 
future,  such  as  are  necessary  for  the  establishment  of  a national 
contributory  old-age  annuity  system,  inevitably  rest  upon  assump- 
tions and  forecasts  that  are  subject  to  a very  considerable  margin  of 
error.  Subject  to  this  acknowledged  limitation,  it  is  our  opinion  that 
the  national  contributory  system  can  be  launched  and  maintained  on 
a sound  financial  basis  by  establishing  the  combined  rate  of  pay  roll 
and  earnings  taxes  at  2 percent  for  the  first  3 years,  3 percent  for  the 
next  3 years,  4 percent  for  the  third  3-year  period,  5 percent  for  the 
fourth  3-year  period,  and  6 percent  thereafter;  in  substitution  for 
the  rates  now  incorporated  in  the  bill,  which  start  at  1 percent  and 
are  increased  by  1 percent  at  the  end  of  each  5 years  until  a permanent 
level  of  5 percent  is  reached  at  the  end  of  20  years. 

5.  A combined  contributory  tax  rate  of  5 percent  is  the  minimum 
that  will  permit  the  payment  of  adequate  annuities  and  at  the  same 
time  maintain  the  financial  integrity  of  the  system  under  both  the 
present  economic  security  provisions  and  under  our  proposed  altera- 
tion. But  a 5 percent  rate  can  do  this  only  if  it  is  imposed  from  the 
start.  Under  the  present  provisions  of  the  economic  security  bill,  a 
5-percent  rate  does  not  go  into  effect  for  20  years.  Hence,  under  the 
bill  a heavy  deficit  is  accumulated  in  the  early  years,  and  the  small 
sums  paid  on  behalf  of  individuals  now  middle-aged  or  over  are  kept 
so  low  as  to  be  far  out  of  keeping  with  the  benefit  payments  scheduled 
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for  them  upon  retirement- — despite  the  fact  that  the  majority  of  such 
individuals  will  have  means  of  their  own.  Under  our  proposal,  the 
6-percent  rate  that  goes  into  effect  at  the  end  of  12  years  will  make 
up  for  the  deficiency  created  by  the  low  rates  that  will  be  in  effect 
during  the  earlier  years  of  the  system. 

6.  Under  our  proposal,  the  Federal  Government  would  guarantee 
an  investment  return  of  3 percent  on  all  receipts  from  the  pay-roll 
and  earnings  taxes  that  were  not  currently  disbursed  in  benefit  pay- 
ments. Such  sums  would  be  used  progressively  to  replace  the  out- 
standing public  debt  with  the  new  liability  incurred  by  the  Federal 
Government  for  old-age  annuities.  To  the  extent  that  the  receipts 
from  the  old-age  annuity  taxes  are  used  to  buy  out  present  and  future 
holders  of  Government  obligations,  that  part  of  the  tax  revenues  that 
is  now  paid  out  to  private  bond  holders  will  be  available  for  old-age 
annuity  benefits ; thereby  minimizing  the  net  additional  burdens  upon 
the  future.  Such  accumulations  and  public  debt  retirement  will,  of 
course,  be  relatively  small  during  the  first  10  years  by  reason  of  the 
low  tax  rates  with  which  we  propose  that  the  system  should  be 
inaugurated. 

7.  It  should  be  emphasized  that  the  Federal  Government,  by 
inaugurating  a national  contributory  old-age  annuity  system,  is 
undertaking  responsibilities  of  the  first  magnitude.  Not  only  is  it 
committed  to  paying  a 3-percent  return  upon  all  collections  in  excess 
of  current  benefit  payments  involved,  but  it  is  also  diverting  for  the 
purpose  of  old-age  security  a very  large  fraction  of  its  possible  tax 
revenues.  But  we  recommend  this  deliberately,  in  view  of  the 
outstanding  importance  of  objective.  We  know,  moreover,  that, 
even  in  the  absence  of  the  well-considered  legislation,  we  cannot  avoid 
important  financial  outlays  for  the  care  of  the  aged.  Students  of 
our  population  trends  tell  us  that  the  proportion  of  the  aged  and  of 
the  dependent  aged  in  our  population  gives  promise  of  increasing 
very  materially  in  the  course  of  the  next  few  generations. 

8.  There  are  some  who  believe  that  we  can  meet  this  problem  as  we 
go  by  borrowing  from  the  future  to  pay  the  costs.  They  are  willing 
to  incur  the  large  and  growing  new  liability  for  old-age  annuities 
without  effecting  any  compensating  reductions  in  the  outstanding 
public  debt,  reductions  that  could  be  represented  by  a reserve  account 
in  the  Treasury.  They  would  place  all  confidence  in  the  taxing 
power  of  the  future  to  meet  the  needs  as  they  arose. 

We  do  not  share  this  view.  We  have  already  cited  the  fact  that 
the  aggregate  benefit  payments  under  our  proposal,  as  under  that  of 
the  economic  security  bill,  will  eventually  exceed  $4,000,000,000  a 
year.  We  cannot  safely  expect  future  generations  to  continue  to 
divert  such  large  sums  to  the  support  of  the  aged  unless  we  lighten 
the  burdens  upon  the  future  in  other  directions.  If  we  fail  to  do  this, 
the  $4,000,000,000  a year  will  be  a net  additional  burden.  Such  a 
burden  might  well  jeopardize  the  continued  operation  of  the  system. 
If,  on  the  other  hand,  we  are  able  to  reduce  the  necessary  outlays  of 
future  generations  in  other  directions,  as  by  retiring  a large  part  of 
the  public  debt,  and  by  the  provision  of  useful  public  works,  we  can 
look  forward  with  far  more  assurance  to  the  continued  support  of 
the  system.  This,  then,  is  the  purpose  of  our  proposal.  We  desire 
to  establish  this  system  on  such  sound  foundations  that  it  can  be 
continued  indefinitely  in  the  future;  and,  at  the  same  time,  to  meet 
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the  highly  desirable  social  objective  of  providing  an  adequate  annuity 
without  a means  test  to  all  eligible  workers  upon  retirement. 

9.  We  recognize  that  the  incidence  of  the  pay-roll  and  earnings 
taxes  appears  to  be  largely  upon  the  mass  of  our  population.  But  it 
should  be  emphasized  that  the  effect  of  these  taxes  is  to  provide  a 
substitute  form  of  savings  from  which  our  workers  will  receive  far 
greater  and  more  assured  benefits  than  from  many  other  forms  of 
savings  now  in  existence.  These  taxes,  in  other  words,  will  not  be  a 
net  deduction  from  workers’  incomes.  They  will  release  funds,  as 
well  as  relieve  anxiety,  hitherto  directed  toward  the  universal  problem 
of  providing  against  one’s  old  age. 

10.  Further,  it  is  entirely  possible  that  improvements  in  our  reve- 
nue system  may  permit  us  in  the  course  of  time  to  reduce  various 
taxes  on  consumption  goods ; and  thereby  to  return  to  the  mass  of  our 
population  in  this  form  what  is  taken  from  it  in  the  form  of  pay-roll 
and  earnings  taxes. 

1 1 . Appended  hereto  are  tables  presenting  the  character  of  the  tax 
rates,  net  total  contributions  after  deduction  for  administrative  ex- 
penses, estimated  benefit  payments,  Federal  contributions,  and  re- 
serves, under  both  the  national  contributory  old-age  provisions  as 
now  incorporated  in  the  economic  security  bill  and  under  our  proposed 
alteration. 

VOLUNTARY  ANNUITY  CERTIFICATES 

It  would  appear  to  be  highly  desirable  that  the  function  of  issuing, 
and  determining  the  terms  and  conditions  of  issue,  of  voluntary  an- 
nuity certificates  be  in  the  hands  of  the  Treasury  rather  than  in  those 
of  the  Social  Insurance  Board. 

These  certificates  will  be  direct  obligations  of  the  United  States,  and 
will  involve  rates  of  interest,  direct  or  indirect.  They  will  differ, 
chiefly  in  form,  from  other  interest-bearing  obligations  of  the  United 
States.  For  example,  a 20-year  Treasury  bond  contains  the  promise 
of  the  United  States  to  make  40  semiannual  interest  payments  as  well 
as  a principal  payment  at  maturity.  An  annuity  certificate  would 
also  contain  the  promise  of  the  United  States  to  make  a series  of  per- 
iodical payments.  Depending  upon  the  character  and  form  of  the 
annuity,  these  payments  might  be  made  monthly,  quarterly,  or  other- 
wise; they  might  be  made  for  a stated  limited  period,  or  they  might  be 
made  until  the  death  of  the  holder;  or  they  might  even  be  made  in 
perpetuity  to  any  holder.  Whether  the  payments  were  to  begin  im- 
mediately after  the  purchase  of  the  annuity,  or  whether  the  contract 
called  for  payments  beginning  20  or  30  years  from  that  date,  or  when 
the  holder  attained  the  age  of  65,  the  certificates  in  all  cases  would  con- 
stitute promises  of  the  United  States,  precisely  like  other  direct  Treas- 
ury obligations. 

The  language  of  title  V providing  for  these  certificates  is  very  broad 
in  character  and  would  appear  to  permit  the  sale  of  all  the  types  of 
certificates  just  indicated.  It  would  be  wholly  desirable  to  retain 
such  a broad  choice  of  forms ; but  the  intent  of  the  Congress  in  provid- 
ing this  wide  range  should  be  made  absolutely  clear.  In  any  event, 
however,  the  terms  of  issue  of  the  certificates  and  the  rates  of  interest 
involved  would  appear  to  be  proper  matters  for  determination  by  the 
Treasury. 


ECONOMIC  SECURITY  ACT 


8 57 


Before  taking  up  the  next  paragraph,  which  is  entitled  “ Adminis- 
trative Simplification”,  I would  like  to  say  that  from  here  on  I am 
presenting  the  Treasury’s  own  attitude  toward  the  collection  of  this 
tax;  that  is,  this  is  the  attitude  of  the  Bureau  of  Internal  Revenue 
on  whom  the  burden  of  collecting  these  taxes  will  fall.  As  I say,  this 
is  purely  the  Treasury’s  statement.  Up  to  this  point,  those  of  us  who 
have  worked  on  this  bill  are  in  complete  accord.  But  I wish  to  point 
out  that  from  here  on  the  matter  discussed  is  one  which  has  been 
brought  to  my  attention  by  the  Bureau  of  Internal  Revenue.  I feel 
it  is  my  duty  to  point  that  out  to  the  committee,  and  I want  to  em- 
phasize once  again  that  this  is  purely  the  Treasury’s  attitude. 

Mr.  Cooper.  Mr.  Chairman,  may  I ask  the  Secretary  a question? 

The  Chairman.  Mr.  Cooper  of  Tennessee. 

Mr.  Cooper.  By  that,  Mr.  Secretary,  we  are  to  understand  that 
the  Economic  Security  Committee  is  in  agreement  and  submits 
jointly  all  of  the  statement  which  you  have  read  up  to  this  point? 

Secretary  Morgenthau.  Up  to  this  point,  yes. 

Secretary  Perkins.  Yes,  sir. 

Mr.  Treadway.  May  I ask  a question,  Mr.  Chairman? 

The  Chairman.  Mr.  Treadway 

Mr.  Treadway.  From  the  point  where  you  are  now  about  to  read, 
your  Department  is  not  in  agreement  with  the  bill  as  submitted  to 
us?  Is  that  what  you  mean,  Mr.  Secretary? 

Secretary  Morgenthau.  I would  not  put  it  that  way.  I simply 
feel  that  this  is  a matter  the  responsibility  for  the  carrying  out  of 
which  will  fall  on  the  Bureau  of  Internal  Revenue.  They  raised  the 
point  as  to  whether  they  can  enforce  this,  and  I,  as  Secretary  of  the 
Treasury,  feel  that  I should  bring  it  to  the  attention  of  this  committee. 

Mr.  Treadway.  I assume  that  you  concur  with  the  Bureau  of 
Internal  Revenue  on  this  point? 

Secretary  Morgenthau.  Oh,  yes. 

Mr.  Treadway.  You  approve  what  they  are  recommending  to 
you  for  you  to  submit  to  the  committee? 

Secretary  Morgenthau.  Yes  Otherwise,  I would  not  read  it. 

Mr.  Treadway.  That  is  what  I assumed. 

Secretary  Morgenthau.  I would  not  read  it  unless  I believed  in 

Mr.  Treadway.  I wanted  it  to  be  perfectly  clear  in  the  record. 

Secretary  Morgenthau.  I want  to  make  it  clear  that  Miss  Perkins 
and  I are  in  complete  accord,  but  this  particular  matter  is  purely 
one  of  administration. 

The  Chairman.  Please  proceed. 

Secretary  Morgenthau. 

administrative  simplification 

This  committee  is  well  acquainted  with  the  Treasury’s  attitude  on 
law  enforcement.  If  there  is  a law  on  the  statute  books  to  be  enforced 
by  the  Treasury,  we  insist  on  enforcing  it  to  the  utmost  of  our  powers. 
But  in  one  respect  the  bill  in  its  present  form  imposes  a burden  upon 
the  Treasury  that  it  cannot  guarantee  adequately  to  meet. 

The  national  contributory  old-age  annuity  system,  as  now  pro- 
posed, includes  every  employee  in  the  United  States,  other  than  those 
of  governmental  agencies  or  railways,  who  earns  less  than  $251  a 
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month.  This  means  that  every  transient  or  casual  laborer  is  included 
that  every  domestic  servant  is  covered,  and  that  the  large  and  shifting 
class  of  agricultural  workers  is  covered.  Now,  even  without  the 
inclusion  of  these  three  classes  of  workers,  the  task  of  the  Treasury 
in  administering  the  contributory  tax  collections  would  be  extremely 
formidable.  If  these  three  classes  of  workers  are  to  be  included, 
however,  the  task  may  well  prove  insuperable — certainly,  at  the  out- 
set. 

I want  to  point  out  here  that  personally  I hope  these  three  classes 
can  be  included.  I am  simply  pointing  out  the  administrative 
difficulty  of  collecting  the  tax  from  those  classes. 

Mr.  Reed.  Mr.  Secretary,  your  views  with  regard  to  the  difficulty 
of  collecting  this  tax  coincide  with  the  experience  of  Great  Britain 
insofar  as  the  domestic -service  class  is  concerned  over  there. 

Secretary  Morgenthau.  I am  sorry,  Mr.  Congressman,  that  I am 
not  familiar  with  the  experiences  of  Great  Britain.  I am  simply 
pointing  out  what  I feel  is  a difficulty.  Perhaps  we  can  work  out 
some  way  of  overcoming  that  difficulty. 

Mr.  Reed.  The  British  Government  had  that  difficulty,  exactly 
along  the  lines  you  mention,  and  those  people  were  eliminated  from 
the  provisions  of  their  security  act. 

Secretary  Morgenthau.  I do  not  happen  to  be  familiar  with  the 
British  experience  or  practice  in  that  respect. 

The  Chairman.  In  other  words,  you  are  presenting  a very  serious 
difficulty  which  you  have  thus  far  not  been  able  to  find  a way  of 
overcoming? 

Secretary  Morgenthau.  Up  to  now.  But  I am  asking  the  Bureau 
of  Internal  Revenue  to  try  their  best  to  find  some  way  whereby  this 
tax  can  be  collected.  As  soon  as  they  find  a way,  I shall  ask  them  to 
bring  it  to  this  committee’s  attention. 

Under  the  income-tax  law,  the  Bureau  of  Internal  Revenue  last 
year  handled  something  less  than  5 million  returns;  with  the  present 
nearly  universal  coverage  of  the  bill’s  provisions  with  respect  to  con- 
tributory old-age  annuities,  we  estimate  that  some  20  million  returns 
would  be  received.  In  addition,  there  would  be  required  the  sale  of 
stamps  to  be  used  in  connection  with  hundreds  of  thousands  of  odd 
payments  for  casual  work,  often  for  only  a few  hours’  duration.  We 
recognize,  without  question,  the  need  of  these  classes  of  workers  for 
the  same  protection  that  is  offered  other  employed  workers  under  the 
bill.  But  we  should  like  to  ask  the  committee  to  consider  the  ques- 
tion whether  it  is  wise  to  jeopardize  the  entire  contributory  system, 
as  well  as,  possibly,  to  impair  tax-collecting  efforts  in  other  fields, 
by  the  inclusion  under  the  system  of  the  necessity  for  far-flung, 
minutely  detailed,  and  very  expensive  enforcement  efforts. 

In  view  of  the  great  importance  of  our  objective,  we  should  greatly 
regret  the  imposition  of  administrative  burdens  in  the  bill  that  would 
threaten  the  continued  operation  of  the  entire  system.  After  the 
system  has  been  in  operation  for  some  years,  more  inclusive  coverage 
may  prove  to  be  entirely  practicable;  but  we  should  like  to  see  the 
system  launched  in  such  fashion  that  its  administrative  as  well  as  its 
financial  provisions  contribute  directly  to  the  assurance  of  its  success. 

I assume  it  will  not  be  necessary  for  me  to  read  the  tables  that  are 
submitted  in  connection  with  my  statement. 

The  Chairman.  I do  not  think  that  is  necessary.  They  will  be  put 
in  the  record  at  this  point. 
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(The  tables  submitted  with  the  statement  of  the  Secretary  are  as 
follows:) 

Economic  security  plan 


[All  estimates  in  millions] 


Y ear 

Net  con- 
tributions 

Interest 

on 

reserve 

Federal 

contribu- 

tions 

Benefit 

payments 

Reserve, 
end  of 
year 

1937 

302.9 

0.0 

0.0 

0.7 

302.3 

1938 

306.0 

9.  1 

0.0 

2.0 

615.  3 

1939... 

308.9 

18.4 

0.0 

3.3 

939.3 

1940 

312.0 

28.  1 

0.0 

4.8 

1,274.7 

1945 

666. 1 

104.9 

0.0 

190. 1 

4, 079.  6 

1950  

1,064.0 

1,  507.  3 
1,963.3 

209.3 

0.0 

577. 1 

7, 673. 9 

1955 

324.9 

0.0 

1, 149.  6 
1, 924.  8 

2. 532. 8 

3. 112. 8 

3.611.2 

4. 153. 3 

11,511.6 

1960  . 

424.0 

0.0 

14,  595.  7 

1965 

1970 

1975 

1980  and  thereafter 

2, 042.  5 
2. 121.  5 
2,  200.  7 
2,  216.  7 

458.0 
458.  0 
458.0 
458.0 

135.  7 
632.8 
1, 034. 3 

1, 478.  7 

15, 266. 7 
15,  266.  7 
15,  266.  7 
15, 260.  7 

Source:  Committee  on  Economic  Security. 


Suggested  basis  of  national  contributory  old-age  annuity  system 

[All  estimates  in  millions] 


Year 

Net  contri- 
butions 

Interest  on 
reserve 

Federal 

contribu- 

tions 

Benefit 

payments 

Reserve 
end  of  year 

1937 

623.3 

0.0 

0.0 

1.3 

622.0 

1938 

629.5 

18.7 

0.0 

4.0 

1,266.1 
1, 933. 0 
2, 960.  2 
9, 338.  8 
18, 682.  8 
28, 413.  5 
36, 281.  7 
42,122.5 
46, 408.  9 
49,173.3 
50, 093.  7 

1939 

635.6 

38.0 

0.0 

6.7 

1940 

980.0 

58.0 

0.0 

10.8 

1945 

1,  393.  3 
2, 185. 1 
2, 280. 0 

2,  375. 1 

2. 470. 0 
2,  565. 1 

2,  660.  0 

2. 660. 0 

237.  5 

0.0 

207.  6 

1950 

498.7 

0.0 

623.6 

1955 

796.8 

0.0 

1,  223.  5 
2, 023.  2 
2, 628. 4 
3,191.2 
3,  692.  3 
4, 146.  3 

1960 . 

1, 046.  5 

0.0 

1965 

231.  5 
1,  370.  0 

0.0 

1970 

0.0 

1975 

b 462.  3 

1,  502.  3 

0.0 

1980 

0.0 

Source:  Committee  on  Economic  Security. 


Present  economic  security  annuity  scale 


FOR  ENTRANTS  PRIOR  TO  1942 


Years  of  contribu- 
tion 

Monthly  annuity  based  on 
level  monthly  wage  of— 

Years  of  contribu- 
tion 

Monthly  annuity  based  on 
level  monthly  wage  of— 

$50 

$100 

$150  and 
over 

$50 

$100 

$150  and 
over 

5 

$7.  50 
10. 00 
15.  00 
20. 00 
20.  00 

$15.00 
20. 00 
30.  00 
40.00 
40. 00 

$22.  50 

30. 00 

45. 00 

60.00 
60. 00 

30 

$20.00 
20. 00 
20.  00 
20. 00 

$40. 00 
40. 00 
40.00 
40.  00 

$60. 00 
60.00 
60.  00 
60.00 

10 

35 

15 

40 

20 

45 

25 

FOR  ENTRANTS  IN  1942  AND  AFTER 


$5. 00 

$10. 00 

$15.  00 

30 

$17.50 

$35.  00 

$52.  50 

7.  50 

15.00 

22.  50 

35 

20.  00 

40. 00 

60.00 

10.00 

20.00 

30.  00 

40 

22.  50 

45. 00 

67.  50 

12.  50 

25. 00 

37.50 

45 

25. 00 

50.  00 

75.  00 

15.  00 

30.00 

15. 00 

Source:  Committee  on  Economic  Security. 
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Suggested  basis  of  national  contributory  old-age  annuity  system — illustrative  annuities 


ENTRANTS  OVER  40  YEARS  OF  AGE 


Years  of  contribu- 
tion 1 

Monthly  annuity  based  on 
level  monthly  wage  of— 

Years  of  contribu- 
tion 1 

Monthly  annuity  based  on 
level  monthly  wage  of — 

$50 

$100 

$150  and 
over 

$50 

$100 

$150  and 
over 

5 

$7.  50 

$15.  00 

$22.  50 

30 

17.  50 

35.00 

52.  50 

10 

10.00 

20.00 

30.  00 

35 

17.  50 

35.00 

52.50 

15 

12.  50 

25.00 

37.  50 

40 

17.  50 

35.00 

52.  50 

20 

15.  00 

30.00 

45.00 

45 

17.  50 

35. 00 

52.  50 

25... 

17.  50 

35.00 

52.  50 

1 Service  rendered  after  attaining  age  65  is  not  counted  in  computing  benefits. 


ENTRANTS  UNDER  40  YEARS  OF  AGE 


5 

$2.50 
5.  00 

$5.  00 

$7.  50 

30 

20. 00 

40.00 

60. 00 

10 

10.  00 
15  00 

15.  00 
22  50 

35 

22.50 

45.00 

67.  50 

15 

7.  50 
12.  50 

40 

25. 00 
27.  50 

50.00 
55.  00 

75.00 
82.  50 

20 

25. 00 

37.  50 

45 

25 

17.  50 

35. 00 

52.  50 

Source:  Committee  on  Economic  Security. 


Mr.  Knutson.  Mr.  Secretary,  you  are  making  some  recommenda- 
tions of  changes  in  the  bill  that  we  have  before  us? 

Secretary  Morgenthau.  Yes,  sir. 

Mr.  Knutson.  It  was  my  understanding  that  the  bill  we  have 
before  us,  H.  R.  4120,  was  the  product  of  the  Economic  Security 
Committee  appointed  by  the  President. 

Secretary  Morgenthau.  That  is  right. 

Mr.  Knutson.  When  were  these  changes  agreed  upon,  Mr.  Secre- 
tary? 

Secretary  Morgenthau.  Mr.  Knutson,  the  fact  that  the  changes 
have  been  made  as  late  as  this  is  purely  my  own  fault.  Unfortu- 
nately, I had  so  many  administrative  duties  to  perform.  I worked  for 
3 months  on  the  $4,800,000,000  bill  that  was  recently  before  the 
Congress.  I took  part  in  the  preparation  of  the  Budget.  So  it  is 
my  fault  that  I did  not  get  to  this  earlier.  I simply  felt  that  I had 
better  be  late  and  be  right. 

Mr.  Knutson.  We  have  put  in  2 weeks  of  hearings  on  H.  R.  4120. 
I am  just  wondering  whether  the  changes  that  you  have  proposed  this 
morning  would  necessitate  continued  hearings,  perhaps  for  as  long  a 
time  as  we  have  been  in  session  on  this  bill. 

Secretary  Morgenthau.  Of  course,  that  is  up  to  the  committee, 
as  to  whether  they  want  to  have  further  hearings  on  the  bill. 

Mr.  Vinson.  May  I suggest  to  the  gentleman  from  Minnesota  that 
several  of  these  suggestions  that  have  been  made  this  morning  were 
mentioned  during  the  course  of  the  hearings.  For  instance,  the  ex- 
clusion of  the  agricultural  workers,  domestics,  and  the  casual  workers 
from  the  contributory  plan  was  discussed  freely,  as  I recall  it. 

Dr.  Witte  made  the  statement  that  the  exclusion  of  those  from  the 
contributory  system  could  be  had  without  any  added  burden  to  the 
fund  or  to  the  system. 

Mr.  Knutson.  That  is  true. 

The  Chairman.  If  Mr.  Knutson  will  yield 

Mr.  Knutson.  Of  course. 
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The  Chairman.  The  Chair  would  like  to  suggest  that  unless  some- 
one should  request  to  be  heard  in  opposition  to  the  proposed  changes, 
further  hearings  will  not  be  necessary  on  those  proposed  changes, 
Should  any  one  request  that  they  be  heard  in  opposition  to  those 
changes  that  might  change  the  situation. 

Mr.  Knutson.  Mr.  Secretary,  under  your  annuity  plan  as  proposed 
this  morning,  what  is  it  going  to  cost  in  1980? 

Secretary  Morgenthau.  On  the  contributory  part  of  the  plan  it 
will  cost  the  Government  nothing.  It  will  be  self-sustaining. 

Mr.  Knutson.  What  will  the  entire  plan  cost?  Will  it  materially 
change  the  cost  to  the  Federal  Treasury? 

Secretary  Morgenthau.  The  noncontributory  part  of  its  will  cost 
the  Treasury  something  over  $500,000,000. 

Mr.  Knutson.  That  is  in  1980.  And  that  would  become  a fixed 
charge  upon  the  Treasury  annually,  of  $500,000,000? 

Secretary  Morgenthau.  Yes. 

Mr.  Knutson.  What  about  the  old  age  part  of  it? 

Secretary  Morgenthau.  That  will  be  zero. 

Mr.  Knutson.  You  mean  the  old-age  pension  plan  will  take  care 
of  itself  in  1980? 

Secretary  Morgenthau.  Yes,  sir. 

Mr.  Treadway.  Mr.  Secretary,  you  speak  about  being  delayed  in 
getting  up  your  recommendations.  We  have  been  urged  to  hasten 
this  bill.  You  regard  this  as  a very  important  piece  of  legislation, 
do  you  not? 

Secretary  Morgenthau.  Very  important. 

Mr.  Treadway.  Do  you  think  there  is  any  occasion  for  Congress 
to  hurry  in  its  consideration  of  it? 

Secretary  Morgenthau.  I would  not  advise  the  Congress,  sir. 

Mr.  Treadway.  Oh,  you  have  so  many  times  and  in  so  many 
ways,  I think  we  ought  to  ask  for  your  advice  now. 

Secretary  Morgenthau.  I have  never  been  so  rash  as  to  advise 
Congress. 

Mr.  Treadway.  Let  me  approach  this  from  a different  avenue, 
then.  It  is  queer  how  much  confidence  some  people  have  in  Con- 
gress, much  more  than  I personally  have,  with  the  present  set-up 

of  it.  . . 

Mr.  Secretary,  Dr.  Witte  insisted — I do  not  mean  insisted  m 
the  rude  sense  of  the  word — but  was  very  positive  that  we  should 
hasten  to  proceed  as  rapidly  as  possible,  because  he  said  there  were 
44  State  legislatures  in  session  this  year.  Do  you  think  that  the 
action  of  Congress  should  be  in  any  way  subservient  to,  or  based  upon, 
what  legislatures  may  do  after  congressional  action? 

Secretary  Morgenthau.  I do  not  think  I could  answer  you  on  a 
question  like  that.  You  have  been  here  so  much  longer  than  I. 

Mr.  Treadway.  That  was  the  reason  given  by  Dr.  Witte  for 
suggesting  to  us  to  hurry  our  action.  Personally,  I do  not  agree 
with  him. 

Secretary  Morgenthau.  You  have  been  here  so  many  years,  you 
know  much  better  than  I what  Congress  should  or  should  not  do. 

Mr.  Treadway.  But  is  not  that  a fair  question,  Mr.  Secretary? 
We  are  advised  by  the  secretary  of  this  committee,  of  which  you  are 
the  chairman,  or  one  of  the  most  important  members 

Secretary  Morgenthau.  Just  a member. 
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Mr.  Treadway.  Your  secretary,  your  employee,  has  very  defi- 
nitely advised  us  to  hurry.  Do  you  approve  his  recommendation  or 
not? 

Mr.  Disney.  Mr.  Chairman,  is  that  in  order  when  we  have  im- 
portant business  to  proceed  with? 

Mr.  Dingell.  Mr.  Chairman,  I object  to  the  gentleman  abusing 
the  witness. 

Mr.  Treadway.  You  object  to  what? 

Mr.  Dingell.  I suggest  to  the  gentleman  from  Massachusetts  that 
he  has  been  trying  to  force  an  answer  to  that  question  from  every 
witness  who  has  appeared  here. 

Mr.  Treadway.  I have  a right  to  do  that,  as  a member  of  this 
committee. 

Mr.  Dingell.  I submit  that  the  secretary  is  not  here 

Mr.  Treadway.  1 am  not  insulting  the  secretary  in  any  way. 
I shall  submit  to  the  chairman  of  this  committee,  not  to  jmu,  sir,  for 
judgment  on  what  I am  doing.  The  chairman  has  the  power  to  keep 
order  here,  not  a subordinate  member  of  the  committee. 

The  Chairman.  Gentlemen,  I hope  we  will  not  have  any  contro- 
versy. 

Mr.  Hill.  Will  the  gentleman  from  Massachusetts  yield  to  me? 

Mr.  Treadway.  Yes,  but  I do  not  intend 

Mr.  Hill.  I am  not  going  to  lecture  you. 

Mr.  Treadway.  No,  and  I do  not  intend  to  take  it.  [Laughter.] 

Mr.  Hill.  I just  want  to  ask  the  gentleman  from  Massachusetts 
if  he  has  observed  any  evidence  of  undue  haste  on  the  part  of  this 
committee. 

Mr.  Treadway.  No,  I have  not,  but  I have  on  the  part  of  witnesses 
to  hurry  us. 

Mr.  Hill.  Does  not  the  gentleman  think  that  the  committee  can 
take  care  of  itself? 

Mr.  Treadway.  I am  sure  they  can.  Then  if  it  is  not  agreeable  to 
the  Secretary  to  answer  that  line  of  questions,  than  I will  try  one  or 
two  other  lines. 

Let  me  make  this  one  statement  of  my  own  in  connection  with  these 
44  State  legislatures.  I find  that  of  those  44,  18  have  an  expiration 
date  in  March,  4 in  February,  and  2 in  April.  There  are  only  17  of 
those  legislatures  whose  terms  of  session  are  indefinite.  Therefore, 
I think  the  argument  falls  pretty  flat  that  Congress  should  hurry  in 
order  to  reach  the  legislatures  while  they  are  in  session  this  year. 

Mr.  Vinson.  Will  the  gentleman  yield  to  me? 

Mr.  Treadway.  Yes. 

Mr.  Vinson.  I know  the  gentleman  from  Massachusetts  well,  and 
I cannot  conceive  that  he  is  endeavoring  to  leave  the  impression  that 
anyone  is  seeking  to  delay  this  legislation. 

Mr.  Treadway.  Oh,  no ; but  I do  not  intend  to  be  hastened.  There 
is  no  one  trying  to  delay.  I am  for  the  legislation,  if  we  can  whip  it 
into  shape  properly.  I have  never  said  a word  in  opposition  to  the 
legislation,  as  the  gentleman  knows. 

Mr.  Vinson.  I understand  that,  and  I cannot  conceive  of  the 
gentleman  seeking  to  delay  it. 

Mr.  Treadway.  Not  in  the  slightest;  nor  do  I wish  to  be  hurried 
in  the  consideration  of  it. 
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Mr.  Vinson.  Our  whole  purpose  is  to  consider  it  fully  and  care- 
fully, as  we  have  been  doing,  are  doing,  and  will  continue  to  do. 

Mr.  Treadway.  And  that  is  perfectly  agreeable  to  me. 

Now,  Mr.  Secretary,  allow  me  to  ask  you  about  the  social  insur- 
ance board.  You  recommended  the  transference  from  the  social 
insurance  board  to  the  Treasury  Department  of  the  function  of 
issuing  and  selling  these  voluntary  annuity  certificates.  That  would 
take  the  issuance  of  the  annuity  certificates  out  of  the  hands  of  the 
social  insurance  board,  would  it  not? 

Secretary  Morgenthau.  That  is  right. 

Mr.  Treadway.  To  what  extent  would  that  reduce  the  responsi- 
bilities of  the  Social  Insurance  Board? 

Secretary  Morgenthau.  I do  not  think  it  would  reduce  them  at  all. 

Mr.  Treadway.  They  would  still  be  just  as  important  as  in  the 
original  set-up? 

Secretary  Morgenthau.  I think  so,  yes. 

Mr.  Treadway.  Let  me  ask  if  you  approved  the  manner  in  which 
that  board  is  established. 

Secretary  Morgenthau.  Mr.  Chairman,  I have  been  here  before, 
and  I think  you  know  that  I try  to  answer  questions  on  matters  on 
which  my  responsibility  rests.  I do  not  want  to  seem  to  evade  Mr. 
Treadway’s  questions,  but  I should  like  to  confine  my  testimony 
only  as  to  what  I am  familiar  with,  and  I have  confined  myself  to  a 
study  of  the  financial  aspects  of  the  bill. 

Mr.  Treadway.  I am  perfectly  willing  to  withdraw  the  question 
under  those  circumstances. 

Secretary  Morgenthau.  I feel  that  a question  like  that  Miss 
Perkins,  who  is  here,  is  in  a far  better  position  to  answer  than  I.  I 
have  confined  my  activities  to  the  financial  aspects  of  the  question. 

Mr.  Treadway.  That  is  entirely  satisfactory,  Mr.  Secretary. 
There  are  just  one  or  two  other  inquiries  I should  like  to  make,  if  I 
may.  In  the  discussion  of  the  bill  with  your  secretary  of  your  com- 
mittee, we  frequently  ran  into  the  statement  that  the  paragraph  that 
we  were  considering,  the  section  we  were  inquiring  on,  was  written 
in  the  Treasury,  and  consequently  the  witness  knew  nothing  about  it, 
or  took  it  for  granted  that  the  Treasury  had  done  the  thing  in  the 
right  way.  That  occurred  several  times. 

Would  you  be  willing  to  inform  us  where  in  the  Treasury  those 
paragraphs  were  written? 

I cannot  at  this  moment  lay  my  hands  on  the  individual  items,  but 
you  will  find  that  appearing  in  Dr.  Witte’s  testimony,  in  answer  to 
that  kind  of  a question,  several  times. 

Secretary  Morgenthau.  I think  you  will  have  to  help  me  out  by 
telling  me  which  paragraphs  were  referred  to. 

Mr.  Treadway.  I agree  that  my  question  is  somewhat  indefinite, 
unless  you  had  in  mind,  in  a general  way,  the  nature  of  his  testimony. 

Secretary  Morgenthau.  I am  sorry  I am  not  sufficiently  familiar 
with  it. 

Mr.  Treadway.  There  were  certain  parts  of  it  written  by  some  of 
your  assistants,  or  associates? 

Secretary  Morgenthau.  Oh,  yes.  I am  sure  that  if  Dr.  Witte  said 
that  the  Treasury  wrote  it,  referring  to  any  certain  paragraph,  that 
his  statement  is  correct. 
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Mr.  Treadway.  He  did  not  say  by  whom  in  the  Treasury  Depart- 
ment, and  we  know  the  Treasury  is  a pretty  big  organization. 

Secretary  Morgenthau.  Well,  we  have  had  a great  many  people 
working  on  it,  and  some  of  the  employees  have  been  changed. 

Mr.  Treadway.  I now  have  Dr.  Witte’s  testimony  before  me,  and 
will  call  your  attention  to  some  parts  of  it.  In  reply  to  an  inquiry, 
for  instance,  he  says: 

I frankly  state  that  I cannot  answer  that  question  definitely.  The  bill  was 
drafted  by  the  counsel  of  the  committee,  with  the  assistance  of  the  legislative 
members  and  with  changes  made  by  the  legislative  members,  who  introduced 
the  bill  in  both  houses. 

Another  inquiry: 

Have  you  had  the  aid  of  Mr.  Beaman  at  all? 

Mr.  Beaman  is  our  legislative  drafting  counsel,  and  one  in  whom 
we  have  the  fullest  confidence.  Dr.  Witte’s  answer  was: 

I could  not  answer  that.  I think  not.  We  have  had  the  aid  of  the  Treasury 
Department  in  all  financial  provisions,  and  I think  Mr.  Beaman  was  consulted 
by  the  members,  but  not  directly  by  the  committee. 

That  is  one  of  the  places  where  he  refers  to  the  Treasury  as  having 
drafted  this  bill. 

Just  one  other  request,  and  I will  have  finished.  In  your  list  of 
committees,  in  the  appendix,  on  page  60  of  this  report,  there  are 
certain  names.  We  have  made  some  inquiries  from  time  to  time  about 
the  advisory  committee  and  were  not  entirely  able  to  get  at  the  root 
of  the  matter.  I want  to  call  your  attention  to  the  actuarial  consult- 
ants, consisting  of  3 college  professors  and  1 president  of  a mutual  life 
insurance  company ; 4 gentlemen  who  were  the  actuarial  consultants. 

I would  like  to  inquire  whether,  in  making  up  these  tables  of  cost 
and  annuities,  and  so  forth,  other  actuaries  of  the  country  were  con- 
sulted by  your  committee? 

Secretary  Morgenthau.  Will  you  allow  Mr.  Altmeyer,  the  Second 
Assistant  Secretary  of  Labor,  to  answer  that  question? 

Mr.  Treadway.  Of  course. 

Air.  Altmeyer.  The  report  of  the  committee  will  give  you  full  in- 
formation as  to  the  actuaries  who  were  consulted.  There  was  a com- 
mittee of  actuaries  that  met  with  the  staff  actuaries.  The  staff  ac- 
tuaries included  Air.  Richter,  of  the  American  Telephone  & Telegraph 
Co.;  Mr.  Williams,  of  the  Travelers  Insurance  Co.;  and  Mr.  Latimer, 
who,  as  you  know,  has  already  testified  and  who  is  chairman  of  the 
Railroad  Retirement  Board. 

Mr.  Treadway.  Is  Mr.  Latimer  a professional  actuary,  or  is  he 
just  chairman  of  this  board  that  you  mentioned? 

Air.  Altmeyer.  Air.  Latimer  is  probably  the  outstanding  expert  in 
this  country  on  industrial  pensions. 

Air.  Treadway.  But  he  is  not  a life-insurance  actuary? 

Mr.  Altmeyer.  That  is  correct. 

Mr.  Treadway.  Alay  I ask  this  further  question?  I understood 
you  to  say — I could  not  quite  hear  you— but  I understood  you  to  say 
that  in  the  report  the  names  of  the  actuaries  who  were  consulted 
appear  in  addition  to  those  listed  as  actuarial  consultants.  Can  you 
tell  me  where  to  find  that,  please? 

Mr.  Altmeyer.  I have  not  a copy  of  it  with  me,  but  I will  be  glad 
to  submit  it  to  you. 


ECONOMIC  SECURITY  ACT 


865 


Mr.  Treadway.  I was  under  the  impression  that  there  was  a list 
of  advisory  committees  in  the  back  of  the  report  as  an  appendix, 
and  that  these  names  were  in  that  list. 

Mr.  Altmeyer.  We  shall  be  glad  to  furnish  that  information  to 
your  committee,  if  you  wish. 

Mr.  Treadway.  And  there  was  complete  agreement  among  the 
actuaries? 

Mr.  Altmeyer.  Yes,  sir. 

Mr.  Treadway.  As  to  the  actuarial  set-up  of  this  proposition? 

Mr.  Altmeyer.  Yes,  sir;  no  disagreement  at  all. 

Mr.  Treadway.  I have  read  the  names  of  these  four  gentlemen, 
but  I understood  you  to  say  there  were  others. 

Mr.  Altmeyer.  No. 

Mr.  Treadway.  These  four  are  responsible  for  the  actuarial  set-up? 

Mr.  Altmeyer.  They  were  the  consultants  who  were  consulted  by 
the  staff  actuaries. 

Mr.  Treadway.  Who  were  the  staff  actuaries? 

Mr.  Altmeyer.  As  I said,  Mr.  Richter,  of  the  American  Telephone 
& Telegraph  Co.;  Mr.  Williams  of  the  Travelers  Insurance  Co.;  and 
Mr.  Latimer,  who  is  Chairman  of  the  Railroad  Retirement  Board,  as 
well  as  several  staff  employees,  who  made  many  of  the  calculations. 

Mr.  Treadway.  What  do  you  mean  by  staff  employees;  employees 
of  the  technical  board? 

Mr.  Altmeyer.  Yes. 

Mr.  Treadway.  Or  members  of  the  technical  board? 

Mr.  Altmeyer.  No;  employees  of  the  technical  board. 

Mr.  Treadway.  These  four  gentlemen  whose  names  appear  here 
are  the  only  official  actuaries  of  the  committee;  is  that  correct? 

Mr.  Altmeyer.  No;  I just  told  you  that  Mr.  Richter— 

Mr.  Treadway.  But  you  talk  about  a staff  and  about  actuarial 
consultants,  and  there  is  so  much  of  a mix-up  that  I cannot  under- 
stand it.  Of  course,  it  is  clear  in  your  own  mind,  and  perhaps  it 
ought  to  be  in  mine,  but  I may  be  dull  about  this.  Who  were  the 
head  actuaries  who  recommended  this  program? 

Mr.  Altmeyer.  Mr.  Richter,  of  the  American  Telephone  & Tele- 
graph Co.;  Mr.  Williams,  of  the  Travelers  Insurance  Co.;  and  Mr. 
Latimer,  Chairman  of  the  Railroad  Retirement  Board. 

Mr.  Treadway.  And  they  were  the  heads  of  the  actuarial  consult- 
ants, as  noted  in  this  report? 

Mr.  Altmeyer.  They  were  the  men  in  Washington.  They  spent 
all,  or  practically  all  their  time  on  these  actuarial  calculations. 

Mr.  Treadway.  That  is  what  I wanted  to  know.  Now  we  are 
getting  somewhere.  But  these  other  gentlemen,  the  four  whose  names 
appear  here,  were  outsiders  who  migRt  have  had  the  report  of  these 
three  men  submitted  to  them,  something  like  that? 

Mr.  Altmeyer.  Exactly.  They  came  to  Washington  for  consulta- 
tion with  these  three  men  who  gave  practically  their  full  time  to  it. 
We  wanted  to  be  certain  that  we  were  doing  the  thing  right,  and  we 
had  those  three  or  four  men  who  could  not  come  to  Washington  full 
time  to  go  over  all  of  the  calculations,  and,  as  I said  before,  they  are  in 
absolute  agreement  with  our  men;  no  disagreement  whatsoever. 

Mr.  Treadway.  Thank  you.  That  is  what  I wanted  to  know. 

Mr.  Vinson.  Mr.  Altmeyer,  in  addition  to  the  three  gentlemen 
whom  you  mentioned  being  in  active  charge  of  the  actuarial  work  and 
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the  four  gentlemen  who  are  listed  as  consultants,  you  did  not  mean  to 
exclude  other  actuaries  who  worked  on  this  proposition? 

Mr.  Altmeyer.  Not  at  all.  There  were  many. 

Mr.  Vinson.  Tell  us  about  that. 

Mr.  Altmeyer.  I do  not  know  all  of  the  actuaries  who  were  con- 
sulted. Mr.  Witte  could  tell  you  what  actuaries  were  consulted  from 
time  to  time.  But,  gentlemen,  we  are  perfectly  willing  to  place  full 
responsibility  upon  those  persons  whom  we  have  just  mentioned. 
They  will  accept  that  responsibility,  I am  sure. 

Mr.  Vinson.  But  of  course  they  had  a staff. 

Mr.  Altmeyer.  They  had  gentlemen  on  the  technical  staff. 

Mr.  Vinson.  And  actuaries  in  different  departments  assisted  in 
these  calculations? 

Mr.  Altmeyer.  Yes.  The  Treasury  Department  assisted  us,  for 
example.  I do  not  know  how  many  actuaries  were  actually  consulted. 
Bat  those  persons  I have  mentioned  will  assume  full  responsibility. 

Mr.  Lewis.  Mr.  Altmeyer,  will  you  tell  the  committee  of  the  work 
done  by  Dr.  Latimer,  by  way  of  qualification  for  the  work  that  he 
has  done  in  connection  with  this  bill?  I understand  through  years  of 
labor  he  has  compiled  two  large  volumes  on  agencies  such  as  we  are 
setting  up  in  this  bill.  I would  have  the  feeling  that  perhaps  he  is  the 
foremost  authority  in  the  world  today  on  that  subject  matter.  Tell 
the  committee  briefly  of  his  work,  please. 

Mr.  Altmeyer.  Mr.  Latimer — you  have  said  in  a nutshell  exactly 
what  he  is.  The  President,  as  you  know,  has  appointed  him  Chair- 
man of  the  Railroad  Retirement  Board.  I think  you  are  correct  in 
saying  that  he  is  the  foremost  expert  on  industrial  pensions  in  this 
country  today.  He  has  had  many  years  of  study  of  the  subject  of 
industrial  pensions,  and  the  main  result  of  his  recent  studies  is 
included  in  this  2-volume  report  that  you  have  just  mentioned. 
Before  that  he  had  long  scholastic  training  to  prepare  him  for  his 
technical  work. 

Mr.  McCormack.  Mr.  Secretary,  referring  to  the  casuals,  and  the 
domestics,  and  I assume  those  engaged  in  agricultural  pursuits,  they 
are  the  ones  you  have  in  mind  in  connection  with  your  expression  of 
doubt  conveyed  to  the  committee  of  the  feasibility  of  practical  ad- 
ministration of  the  provisions  of  the  bill  as  applied  to  them,  is  that 
right? 

Secretary  Morgenthau.  Yes,  sir. 

Mr.  McCormack.  How  many  are  involved  in  number? 

Secretary  Morgenthau.  I am  told  an  approximate  estimate  would 
be  about  7,000,000,  all  told. 

Mr.  McCormack.  And  the  bill  in  its  present  form  embraces  about 
how  many? 

Secretary  Morgenthau.  Mr.  Haas  says  about  20,000,000. 

Mr.  McCormack.  Twenty  million? 

Secretary  Morgenthau.  The  bill  would  affect  about  20,000,000. 

Mr.  McCormack.  That  is,  under  the  unemployment  features? 

Secretary  Morgenthau.  That  is  the  old-age  provision. 

Mr.  McCormack.  Is  there  any  estimate  as  to  how  many  of  those 
20,000,000  will  be  affected  by  the  old-age  provisions? 

Secretary  Morgenthau.  Now  you  are  getting  a little  beyond  my 
depth,  Mr.  McCormack. 
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If  you  do  not  mind,  I will  ask  Mr.  Altmeyer  to  answer  those 
questions. 

Mr.  Altmeyer.  There  are  about  7,000,000  who  are  over  65  at  the 
present  time.  As  the  years  go  by,  that  number  will  increase.  In 
about  30  or  40  years  you  will  find  it  will  run  up  to  about  fifteen  or 
twenty  million.  Those  figures  are  contained  in  the  supplement  of  the 
committee  report,  which  I shall  be  glad  to  file  with  the  committee. 

Mr.  McCormack.  That  is  based  on  the  tables  of  mortality? 

Mr.  Altmeyer.  Yes,  sir. 

Mr.  McCormack.  Why  should  they  be  excluded  from  the  benefits 
of  old-age  assistance? 

Secretary  Morgenthau.  Who,  Mr.  McCormack? 

Mr.  Vinson.  May  I suggest  to  the  gentleman  from  Massachusetts 
that  they  are  not  excluded. 

Mr.  McCormack.  Is  it  proposed  by  you  that  they  should  be? 

Mr.  Vinson.  They  are  merely  relieved  from  the  contributory 
features. 

Secretary  Morgenthau.  I tried  to  make  clear,  and  I am  glad  to 
have  the  opportunity  again,  that  I do  not  suggest  that  anybody  be 
excluded.  I simply  point  out  that  the  Bureau  of  Internal  Revenue 
feels  that  a plan  has  not  yet  been  devised  which  will  make  it  practical 
to  collect  this  tax. 

We  just  came  out  of  one  of  the  most  difficult  eras  of  selling  liquor. 
I have  been  struggling  with  that  for  about  13  months.  We  are 
beginning  to  see  daylight  now,  and  getting  the  public  to  realize  that  it 
is  a question  of  buying  tax-paid  or  non-tax-paid  liquor.  The  American 
public  got  itself  into  a frame  of  mind  where  they  just  did  not  think 
they  had  to  obey  the  Federal  laws. 

What  I am  afraid  of  is  that  if  we  make  it  so  difficult  to  collect  this 
tax  that  we  may  again  build  up  a large  population  or  group  who  will 
get  themselves  into  that  same  sort  of  frame  of  mind.  I feel  that  it 
is  up  to  us  to  find  a way  to  collect  that  tax,  and  the  Internal  Revenue 
Bureau  should  do  that.  But  we  have  not  been  smart  enough  yet  to 
do  it.  I want  to  make  it  very  clear  that  we  are  not  recommending 
that  anj^  group  should  be  excluded. 

Mr.  Vinson.  May  I suggest  that  the  testimony  before  the  com- 
mittee, Mr.  Secretary,  has  shown  that  the  moneys  that  would  be 
paid  in  by  this  group  in  taxes,  under  the  contributory  plan,  would 
buy  very  small  annuities.  You  would  have  to  take  the  benefits 
that  would  accrue,  and,  of  course,  there  is  no  suggestion  here  that  this 
group  would  be  excluded  from  the  noncontributory  features,  or  what 
we  generally  call  the  old-age  pension  plan. 

Mr.  McCormack.  I recognize  the  force  of  the  argument  that  there 
are  administrative  difficulties,  but  that  is  taking  an  attitude  of  de- 
featism, it  seems  to  me.  If  we  do  not  get  them  in  the  bill,  then  you 
are  going  to  have  a lot  of  difficulty  in  the  future  getting  them  into 
the  bill.  If  we  are  going  to  do  anything,  we  might  as  well  embrace 
them  now,  and  if  necessary  suspend  payments  from  them  for  a year 
or  two  until  you  have  devised  a method  of  obtaining  those  payments 
in  a practical  way.  That  would  be  my  thought  on  the  matter. 

Secretary  Morgenthau.  I would  say  that  that  would  be  ideal. 

The  Chairman.  If  there  are  no  further  questions,  we  thank  you 
for  your  appearance  and  the  testimony  you  have  given  the  committee, 
Mr.  Secretary. 
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The  Chairman.  Mrs.  Lamb,  will  you  please  come  forward,  state 
your  name,  and  the  capacity  in  which  you  appear. 

STATEMENT  OF  MRS.  BEATRICE  PITNEY  LAMB,  REPRESENTING 

THE  NATIONAL  LEAGUE  OF  WOMEN  VOTERS,  NEW  YORK 

CITY 

Mrs.  Lamb.  Mr.  Chairman  and  gentlemen  of  the  committee: 
The  National  League  of  Women  Voters  favors  the  passage  of  the 
unemployment  compensation  sections  of  the  economic  security  bill. 
Since  our  reasons  for  supporting  the  bill  are  mlich  the  same  as  the 
reasons  already  given  by  other  advocates  of  the  bill,  we  will  not  take 
the  time  of  the  committee  to  go  into  them. 

Instead,  I will  confine  myself  to  speaking  about  certain  sections  of 
the  bill,  about  which  questions  have  occurred  to  us. 

The  first  of  these  is  section  606,  under  the  definition  of  “Unem- 
ployment fund”,  which  seems  to  require  that  every  State  law, 
whether  of  the  pooled-fund  type  or  the  separate  reserves  type  must 
set  up  a pooled  fund  with  at  least  1 percent  contributions  from 
employers.  The  rest  of  the  fund  might  be  of  any  type  desired  by  the 
State,  but  there  must  be  in  any  case  this  1 -percent  pooled  fund. 
This  is  a valuable  provision,  for  it  would  provide  some  secondary 
security,  for  example,  to  workers  covered  by  company  reserve  funds, 
which  had  become  exhausted.  In  the  case  of  the  Wisconsin  plan,  it 
would  be  a step  toward  changing  from  the  reserve  to  the  pooled  plan, 
and  provide  greater  security  to  workers. 

As  I say,  section  606  seems  to  require  this,  but  doubts  arise  in  our 
minds  about  it,  for  this  provision  is  hidden  away  not  only  in  a defini- 
tion instead  of  in  the  main  body  of  the  bill,  but  also  in  parentheses, 
which  is  a strange  place  to  find  a major  requirement  of  this  kind. 

If  this  requirement  is  to  be  binding  it  should  be  taken  out  of 
parentheses,  taken  out  of  section  606,  and  set  down  definitely  as  one 
of  the  requirements  for  State  laws,  under  sections  407  and  602. 
Otherwise,  a court  of  law  might  hold  that  it  had  slipped  into  the  bill 
by  accident,  and  that  it  was  clearly  not  the  intent  of  Congress  to 
require  the  setting  up  of  a 1 -percent  pooled  fund  as  one  of  the  condi- 
tions of  receiving  administrative  allotments  or  employer  credits. 

My  second  point  is  that  as  the  bill  stands  at  present,  there  is  one 
serious  loophole,  a loophole  that  might  actually  encourage  States  to 
pass  weak  rather  than  strong  State  laws.  This  results  from  the  very 
generous  sections  on  additional  credits,  in  sections  607  and  608, 
combined  with  the  fact  that  the  bill  requires  no  standards  as  to 
length  of  waiting  period  or  size  or  duration  of  benefit  payments. 

Under  section  608  (b)  of  the  bill,  the  employer  is  allowed  full  credit 
against  his  tax  for  all  the  contributions  which  he  is  not  making  to  his 
reserve  fund  providing  that  fund  does  not  fall  below  15  percent  of  the 
annual  pay  roll.  He  can  cease  his  contributions  entirely  and  still 
receive  credit  so  long  as  the  fund  is  up  to  the  required  15  percent. 

The  simplest  way  to  keep  a fund  up  to  15  percent  is  to  pay  very 
little  out  of  it,  that  is  by  making  the  waiting  period  long,  the  benefits 
small,  and  the  benefit  period  short.  If  the  employers  in  a State  wish 
to  evade  the  Federal  tax  and  at  the  same  time  pay  little  or  nothing  as 
unemployment  compensation  contributions  they  can  do  so.  All 
they  have  to  do  is  to  get  through  their  legislature  a bill  providing  for 


ECONOMIC  SECURITY  ACT 


869 


the  scaling  down  of  contributions  to  zero  as  soon  as  the  reserve  funds 
reached  15  percent  and  then  stick  in  provision  to  protect  the  reserve 
fund  for  example  by  providing  for  a 30-week  waiting  period. 

It  may  be  argued  of  course  that  a 30-week  waiting  period  is  some- 
thing that  no  one  has  ever  suggested  and  that  therefore  this  possibility 
does  not  merit  serious  consideration.  However,  it  should  be  noticed 
that  the  bill  as  it  stands  at  present  makes  possible  this  or  any  other 
fantastic  waiting  periods  as  a means  of  evading  the  intent  of  the 
law.  Such  evasions  should  be  made  impossible  by  amending  the  bill 
to  include  standards  that  States  must  meet  in  regard  to  the  length 
of  waiting  period,  the  size  of  benefits,  and  the  duration  of  benefits. 

Now,  my  third  point:  Such  standards  are  important  not  only  to 
plug  up  loopholes  in  the  bill  but  also  to  accomplish  the  major  purposes 
for  which  Unemployment  compensation  legislation  is  designed.  One 
of  these  purposes  is  that  benefit  payments  take  the  place  of  relief  at 
least  for  a limited  length  of  time.  But  this  no  longer  holds  true  if  the 
waiting  period  ends  or  if  the  benefits  are  so  small  that  they  will  not 
cover  cost  of  living.  In  these  cases  relief  would  have  to  be  used  to 
supplement  compensation. 

This  immediately  would  mean  the  expense  of  performing  a means 
test  and  the  duplication  of  administrative  expenses  resulting  from  the 
fact  that  each  person  is  receiving  both  compensation  and  relief. 

Some  people  argue  that  the  mere  existence  of  a 3-percent  Federal 
pay-roll  tax  would  take  care  of  standards  since  it  would  encourage 
the  passage  of  laws  providing  for  3-percent  contributions  from  em- 
ployers. This  does  not  necessarily  follow  for  the  reasons  I just  spoke 
of  in  connection  with  the  scaling  down  of  contributions. 

To  make  compensation  a reality  and  to  accomplish  what  the  security 
program  set  out  to  accomplish,  we  consider  it  essential  to  include  in 
the  bill  minimum  standards  in  regard  to  length  of  waiting  period,  size 
of  benefits,  and  duration  of  benefits.  We  urge  that  these  standards  be 
the  ones  suggested  by  the  Committee  on  Economic  Security  as  being 
feasible  in  connection  with  3-percent  contributions.  These  were  that 
the  waiting  period  be  no  longer  than  4 weeks,  that  the  benefit  pay- 
ments be  at  least  50  percent  of  the  workers’  weekly  wage,  and  that 
the  payments  be  paid  over  a period  of  15  or  16  weeks. 

Mr.  Vinson.  Are  you  directing  your  criticism  to  the  private 
reserves? 

Mrs.  Lamb.  I have  three  parts.  To  which  point  are  you  referring? 

Mr.  Vinson.  About  this  4-week  or  30-week  waiting  period. 

Mrs.  Lamb.  I was  pointing  out  that  the  bill  as  it  stands  at  present, 
having  no  requirement  at  all  as  to  what  the  States  must  put  in  their 
bills  as  regards  the  waiting  period,  makes  it  possible  for  States  to  have 
as  long  a waiting  period  as  they  choose  in  their  bill.  That  might  be 
to  the  advantage  of  some  employers  if  they  were  trying  to  evade 
paying  both  the  Federal  pay-roll  tax  and  any  contributions  into  their 
State  fund,  because  the  bill  as  it  stands  at  present  provides  that  the 
employers  can  receive  what  are  known  as  additional  credits  against 
their  pay  roll  tax  for  all  the  contributions  that  they  are  not  making 
into  their  State  fund,  in  other  words,  for  the  contributions  that  they 
have  been  let  off  from  making  into  their  State  fund. 

Mr.  Vinson.  But  if  you  eliminate  private  reserves,  that  objection 
would  be  thrown  out  the  window. 
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Mrs.  Lamb.  I submit  also  that  the  sections 

Mr.  Vinson.  Just  a minute.  Is  that  correct,  that  if  you  eliminate 
private  reserves  that  question  as  to  credits  is  eliminated? 

Mrs.  Lamb.  If  you  eliminate  the  reserve  sj'stem  completely,  that 
particular  feature  would  be  all  right.  Do  you  mean,  sir,  if  you  make 
the  bill  not  cover  any  State  laws  which  have  the  reserve-fund  system? 
Was  that  your  question? 

Mr.  Cooper.  I assume,  of  course,  that  you  understand  that  the 
purpose  here  is  to  enact  Federal  legislation  laying  down  rather  broad 
provisions  which  must  be  met  and  complied  with  by  all  States  of  the 
Union.  As  to  many  phases  of  the  system  the  thought  is  that  the  States 
should  be  left  some  latitude  in  which  they  may  set  up  systems  that 
would  be  effective  and  apply  to  conditions  prevailing  in  that  particular 
State. 

Mrs.  Lamb.  Yes,  sir;  but  it  would  seem  that  possibly  you  might 
desire  to  have  a latitude  above  a certain  minimum.  As  I see  the  bill, 
the  latitude  is  so  great  that  employers  might  in  some  States  actually 
evade  the  intent  of  the  Federal  law,  namely,  they  might  be  able  to 
evade  paying  both  the  Federal  tax  and  any  contributions  into  their 
State  funds. 

Mr.  Cooper.  I understand,  of  course,  that  is  your  viewpoint.  You 
are  from  New  York,  I understand? 

Mrs.  Lamb.  Yes. 

Mr.  Cooper.  I assume  that  probably  your  observations  have  been 
more  or  less  based  upon  experience  in  the  State  of  New  York? 

Mrs.  Lamb.  I represent  the  National  League  of  Women  Voters. 

Mr.  Cooper.  I understand  your  representation,  but  being  a resi- 
dent of  one  particular  part  of  the  country,  it  is  reasonable  to  assume, 
and  I think  fair,  that  probably  your  observations  have  been  certainly 
more  confined  to  that  section  than  to  perhaps  other  parts  of  the 
country. 

Mrs.  Lamb.  I have  been  in  close  contact  with  the  various  sections 
of  our  League  of  Women  Voters  throughout  the  country,  and  I 
would  hope  that  my  observations  would  represent  all  of  our  feeling 
on  the  subject. 

Mr.  Cooper.  You  position  is,  then,  that  you  reflect  an  entirely 
national  view  on  that  matter? 

Mrs.  Lamb.  Yes,  sir. 

Mr.  Cooper.  Your  observations  are  not  confined  to  any  experi- 
ence that  may  have  been  had  in  any  section  of  the  country? 

Mrs.  Lamb.  No;  that  is  right,  sir. 

Mr.  Cooper.  But  to  get  back  to  the  point  that  has  been  raised,  can 
you  not  appreciate  the  fact  that  conditions  are  vastly  different 
throughout  the  different  sections  of  the  country,  and  things  that  might 
obtain  in  one  State  would  be  considerably  different  from  the  situation 
that  might  obtain  in  another  State?  The  more  we  prescribe  minimum 
standards  to  be  met  here,  just  that  much  further  we  are  getting  away 
from  the  principle  of  allowing  States  to  meet  and  solve  the  problem 
according  to  the  situation  that  exists  in  that  State  or  that  section. 

Mrs.  Lamb.  It  would  seem  to  me  possible  to  prescribe  minimum 
standards  which  would  still  leave  the  States  wide  latitude  to  meet 
their  own  particular  conditions,  but  would  plug  up  the  loopholes  in 
the  bill  and  accomplish  the  purpose  for  which  it  has  been  our  under- 
standing the  economic  security  program  was  designed. 
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Mr.  Cooper.  No  question  about  it  being  possible.  We  can  make 
it  airtight,  just  as  far  as  it  is  possible  for  us  to  conceive.  But  in 
doing  so  we  would  get  entirely  away  from  the  principle  that  we  have 
been  trying  to  bear  in  mind,  that  some  consideration  should  be  given 
to  the  States,  and  allow  them  the  opportunity  to  pass  State  legislation 
that  would  more  nearly  meet  the  conditions  of  their  particular  States 
thin  we  can  possibly  hope  to  meet  them  by  a general  Federal  system. 

Mrs.  Lamb.  Under  the  bill  as  it  stands  at  present,  it  would  be  pos- 
sible for  the  States  to  get  their  grants  from  the  Federal  Government 
for  administrative  purposes  regardless  of  the  weakness  of  the  State 
bill.  Furthermore,  it  would  be  possible  for  the  employers  to  get 
credits  against  their  Federal  pay-roll  tax,  even  if  they  were  not  pay- 
ing anything  into  State  compensation  funds.  It  would  seem  the 
purpose  of  this  legislation  in  general  to  encourage  the  States  to  pass 
actual  compensation  laws  which  were  not  mere  pretenses,  and  which 
would  set  up  funds.  In  this  I have  tried  to  show  one  loophole  that 
exists,  which  would  seem  to  me  to  defeat  the  main  purpose  of  the 
bill. 

Mr.  Cooper.  We  understand  that,  I am  sure.  From  your  point 
of  view,  you  consider  that  a loophole.  I think  we  quite  understand 
your  view  on  that  matter. 

Mr.  Reed.  Mrs.  Lamb,  do  you  favor  the  pool  system  or  the 
reserve  system? 

Mrs.  Lamb.  It  is  my  personal  view  that  the  pool  system  would 
give  greater  security.  In  speaking  of  the  pool  system  under  my 
point  1,  I said  that  I was  glad  to  see  the  provision  that  I think  sec- 
tion 606  intends  to  be,  that  every  State  must  have  at  any  rate  a 
pool  fund  to  the  extent  of  1 percent  contributions  from  the  employers, 
Because  it  would  seem  to  me  that  that  would  be  a step  toward  mak- 
ing it  possible  for  all  States  to  have  the  pool  funds. 

Mr.  Reed.  From  your  general  observation  as  you  go  about  the 
country,  coming  in  contact  with  various  groups,  does  the  sentiment 
seem  to  prevail  in  favor  of  the  pool  system  in  the  States  or  the  reserve 
system? 

Mrs.  Lamb.  The  pool  system,  I think,  sir. 

Mr.  Reed.  There  is  one  point  that  I was  wondering  if  your  organi- 
zation had  given  any  study  to;  that  is,  the  danger  of  loading  down 
this  bill  with  all  classes  of  employees,  as  was  done  in  Great  Britain. 
For  instance,  they  found  over  there  that  it  was  very  irritating  to  the 
farmers  and  to  their  employees  and  very  difficult  of  administration, 
so  they  had  to  exempt  them.  The  same  was  true  of  domestic  servants 
and  quite  a long  list.  For  instance,  take  the  farmer  that  brings  in 
berry  pickers,  beet-sugar  growers,  and  various  other  farm  activities. 
They  just  found  that  it  was  utterly  impossible  of  administration  and 
very  irritating.  Has  your  organization  given  any  thought  to  those 
exceptions  and  exemptions? 

Mrs.  Lamb.  We  have  studied  that  question  quite  carefully.  We 
have  taken  no  position  on  it,  but  I think  we  feel  there  is  that  danger 
that  there  are  certain  kinds  of  occupations  which  are  very  difficult 
to  cover  satisfactorily.  We  have  taken  no  position  on  it. 

Mr.  Reed.  Does  your  group  feel  that  the  wise  thing  in  formulating 
this  bill,  starting  it  on  its  way,  is  to  pick  out  those  definite  things  that 
can  be  administered  in  such  a way  as  to  give  public  approval  to  the 
bill  as  it  goes  along? 
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Mrs.  Lamb.  I think  so,  sir.  Yes. 

The  Chairman.  We  thank  you,  Mrs.  Lamb,  for  your  appearance 
and  the  information  you  have  given  the  committee. 

Mr.  Thompson.  Mr.  Chairman,  I am  informed  that  the  clerk  of 
the  committee  has  received  a statement  from  the  executive  secretary 
of  the  Illinois  Manufacturers  Association.  I would  like  to  ask  unani- 
mous consent  that  that  statement  be  inserted  in  the  record  for  the 
benefit  of  the  committee. 

(The  matter  referred  to  follows:) 

Statement  Relating  to  the  Economic  Security  Act  (H.  R.  4142)  Submitted 

by  James  L.  Donnelly,  Executive  Vice-President,  Illinois  Manufac- 
turers’ Association 

The  Illinois  Manufacturers’  Association  desires  to  cooperate  in  the  solution  of 
the  problem  of  unemployment  relief,  the  stabilization  of  employment,  and  general 
social  betteiment.  We  submit,  however,  that  any  program  contemplating  the 
solution  of  these  problems  should  be  predicated  primarily  upon  adequate  knowl- 
edge and  facts  and  not  alone  upon  the  commendable  desire  of  helping  our  fellow 
man. 

The  wrong  solution  of  the  problem  will  retard  business  recovery,  increase  un- 
employment, and  seriously  injure  the  employee,  the  employer,  the  aged,  the 
dependent,  and  all  other  elements  in  our  social  and  economic  life  whom  the 
program  is  designed  to  benefit. 

We  submit  that  the  Economic  Security  Act  now  pending  in  our  Federal  Con- 
gress (H.  R.  4142)  should  not  be  enacted  at  the  current  session  of  the  Federal 
Congress  for  the  following  reasons: 

1.  Haste  in  enacting  legislation  of  this  character  is  unnecessary.  It  is  univer- 
sally recognized  that  social  legislation  of  this  character  cannot  offer  any  immediate 
help  in  alleviating  unemployment.  While  the  proponents  of  this  program  frankly 
admit  that  it  is  experimental,  it  should  be  recognized  that  State  legislation  which 
the  program  contemplates  will  no  doubt  be  permanent,  notwithstanding  the  fact 
that  the  experiment  may  reveal  the  principle  involved  in  the  Economic  Security 
Act  and  State  legislation  enacted  pursuant  thereto  is  unsound. 

2.  The  wrong  solution  of  the  problem  and  the  uncertainty  regarding  the  effect 
of  such  a program  on  our  economic  and  social  life  would  be  a serious  deterrent 
to  the  forward  planning  by  business  which  is  necessary  to  real  recovery. 

3.  Adequate  facts  regarding  the  nature  and  extent  of  employment  at  the 
present  time  are  almost  wholly  lacking. 

4.  The  adoption  of  this  program  at  this  time  would  impose  a serious  and 
indefensible  tax  burden  on  private  enterprise  at  a time  when  productive  industry 
is  already  so  overburdened  with  taxation  that  opportunities  for  employment  are 
now  seriously  impaired. 

5.  This  measure  is  an  unwarranted  attempt  to  use  the  taxing  power  of  the 
Federal  Government  to. coerce  States  into  the  passage  of  legislation  on  a subject 
which  lies  outside  of  the  constitutional  powers  of  Congress. 

6.  The  provisions  of  any  program  of  compulsory  social  legislation  wilT even- 
tually be  dictated  by  political  expediency  and  not  by  considerations  based  on 
sound  economics. 

7.  The  experience  of  European  countries  with  compulsory  social  insurance 
legislation  has  demonstrated  that  such  legislation  imposes  an  intolerable  tax 
burden  upon  all  economic  groups  and  particularly  upon  productive  enterprise, 
that  it  tends  to  promote  idleness;  that  it  invites  waste,  that  its  provisions  are 
largely  dictated  by  political  considerations,  and  that  it  is  futile  as  a means  for 
relieving  depressional  unemployment. 

8.  The  adoption  of  the  program  contemplated  by  the  Economic  Security  Act 
(H.  R.  4142)  will  eventually  increase  unemployment  by  further  impairing  the 
purchasing  power  of  the  consumer.  The  increased  burdens  placed  upon  produc- 
tive enterprise  by  such  a program  must  unless  industry  is  to  be  completely  pros- 
trated, be  passed  on  to  the  consumer.  This  impairment  of  the  purchasing  power 
will  be  particularly  true  of  the  American  farmer.  One  of  the  principal  reasons 
for  the  depression  has  been  the  maladjustment  of  farm  income  with  the  income  of 
other  groups. 

9.  This  program  would  result  in  the  creation  of  a new,  extensive,  and  costly 
Federal  bureaucracy  which  would  assume  prerogatives  which  rightfully  belong  to 
the  States. 
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10.  This  program  would  undermine  the  fabric  of  our  economic  and  social  life 
by  destroying  initiative,  discouraging  thrift,  and  stifling  individual  responsibility. 

11.  There  is  no  dependable  actuarial  or  statistical  background  available  at  the 
present  time  for  this  type  of  social  legislation. 

We  also  respectfully  submit  that  the  inclusion  in  one  measure  of  all  of  the  pro- 
posals embraced  in  the  Economic  Security  Act  is  unwarranted,  impractical,  and 
tends  to  confusion.  We  recommend  that  the  various  proposals  which  are  included 
in  the  Economic  Security  Act,  particularly  old-age  assistance,  old-age  pensions, 
and  unemployment  compensation  be  made  the  subject  of  separate  measures  deal- 
ing specifically  and  exclusively  with  these  various  proposals. 

Respectfully  submitted. 

James  L.  Donnelly, 

Executive  Vice  President,  Illinois  Manufacturers’  Association. 

STATEMENT  OF  GEORGE  A.  HUGGINS,  REPRESENTING  THE  CHURCH 

PENSIONS  CONFERENCE 

Mr.  Huggins.  I am  George  A.  Huggins,  member  of  the  executive 
committee  of  the  Church  Pensions  Conference,  actuary  for  various 
ministerial  denominational  systems,  such  as  Presbyterian  in  the 
U.  S.  A.,  Presbyterian  U.  S.,  United  Presbyterians,  Disciples  of  Christ, 
Congregational,  Methodist  Episcopal,  Southern  Baptist,  and  others. 

I represent  a group  of  workers  who  have  not  been  a special  social 
care  on  the  community  because  they  have  been  cared  for  by  their 
own  denominational  groups.  I refer  to  the  Protestant  ministers  and 
preachers.  We  represent  22,000  denominational  pension  systems, 
including  110,000  ministers,  serving  135,000  churches,  and  repre- 
senting 25,000,000  church  members.  That  group  includes  the  3 
Presbyterian  bodies,  the  2 methodists,  the  2 Baptists,  the  Episco- 
palian, the  Congregationalists,  the  Disciples  of  Christ,  Evangelical, 
Nazarenes,  United  Brethren,  Unitarians,  and  Universalists. 

We  have  been  operating  these  pension  systems  for  many  years. 
One  of  them  goes  back  to  1717.  We  have  $155,000,000  of  assets, 
of  which  some  $72,000,000  represents  endowment  funds  and  the 
rest  are  reserve  funds.  We  pa}^  annually  to  32,000  beneficiaries 
more  than  $9,000,000  in  benefits. 

We  have  built  up  these  funds  and  are  operating  them  on  con- 
tributory reserve  plans  supported  by  contributions  from  the  churches 
in  the  form  of  regular  payments  that  are  percentages  of  the  salaries, 
ranging  from  6 to  10J4  percent.  The  reason  why  we  have  such 
large  contributions  is  that  our  coverage  is  quite  broad.  We  aim  to 
provide  larger  pensions  than  would  be  provided  under  the  Govern- 
ment plan,  and  I am  referring  to  the  contributory  plan.  We  feel  that 
we  must  care  for  these  men  in  their  disability.  Therefore,  we  provide 
disability  pensions.  We  also  provide  pensions  for  the  widows  and 
minor  orphans.  That  is  the  reason,  sir,  why  we  have  to  ask  for 
contributions  from  the  churches  that  range  as  high  as  10%  percent. 

We  are  concerned  as  to  the  effect  of  the  Government  plan  requiring 
the  churches  and  ministers  to  contribute  to  the  Government  plan, 
when  we  have  to  take  care  of  some  of  the  load,  and  a measurable  part. 
For  example,  about  15  percent  of  our  groups  on  the  average  receive 
wages  as  defined  in  the  bill  in  excess  of  $250  a month.  Therefore,  we 
would  have  to  make  some  provision  for  that  group  through  the 
denominational  pension  systems. 

As  we  trace  an  individual  through  his  ministerial  service,  the  young 
men  do  not  make  $250  a month,  therefore  they  would  be  in  the  gov- 
ernmental system.  Then  when  they  came  to  the  prime  of  life  they 
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would  pass  out  of  the  system,  and  in  later  years  many  of  them  would 
come  back  under  the  system  as  their  earnings  fell  down.  There  would 
be  others  who  would  be  border-line  cases,  who  would  be  in  the  Govern- 
ment system  one  year  and  out  of  it  the  next,  as  the  salary  happened  to 
fluctuate  above  or  below. 

I can  sum  up  our  appeal  by  saying  that  we  have  an  amendment 
which  we  wish  you  to  consider,  to  section  307,  subsection  5,  page  20, 
line  19:  Strike  out  the  period  and  insert  a comma,  and  add  after  this 
clause  the  following: 

excluding  every  individual  for  whom  a provision  is  made  and  maintained  through 
an  organization  for  the  purpose,  which  provision  is  at  least  equal  to  the  provision 
made  under  this  act  for  such  individual,  as  found  from  time  to  time  by  the  Social 
Insurance  Board. 

I may  say  that  the  church  pension  fund  of  the  Episcopal  Church 
today  is  paying  pensions  as  high  as  $1,500  a year  and  averaging  just 
a few  dollars  under  one  thousand.  It  will  be  very  difficult  for  us  to 
support  both  of  those  systems  by  the  compulsory  contribution  to  the 
Government  system  and  the  contributions  that  we  would  have  to 
require  from  the  churches,  because  we  would  have  to  maintain  systems 
for  the  purposes  which  I have  mentioned. 

We  would  like  to  have  the  act  so  amended  that  individuals  who 
are  covered  adequately  under  our  denominational  pension  systems 
would  be  excluded  from  the  Government  plan,  and  that  all  subject 
to  review  by  the  Social  Insurance  Board,  satisfying  themselves  as  to 
the  adequacy  of  the  protection. 

Mr.  McCormack.  Is  there  not  a provision  of  the  bill  where  there 
would  be  exclusion  if  there  is  a 15  percent  reserve  after  5 years 
established? 

Mi . Huggins.  No.  There  is  no  provision  that  would  exclude  them. 
My  15  percent  was  that  15  percent  of  the  group  would  naturally  be 
excluded  all  the  time  because  of  their  salaries  being  over  $250. 

Mr.  McCormack.  Your  remarks  were  addressed  to  the  unemploy- 
ment features? 

Mr.  Huggins.  No,  sir;  the  contributory  age  annuities. 

Mr.  McCormack.  Oh,  yes;  and  confining  yourself  to  those  in  the 
service  of  religion,  or  religious  efforts? 

Mr.  Huggins.  Yes. 

Mr.  McCormack.  What  is  your  view  as  to  a law  covering  this 
activity? 

Mr.  Huggins.  We  are  not  asking  for  an  exemption  on  the  ground 
that  they  are  religious  workers. 

Mr.  McCormack.  Do  you  think  they  should  be  exempted? 

Mr.  Huggins.  On  that  ground?  No,  sir. 

Mr.  McCormack.  Or  any  ground. 

Mr.  Huggins.  As  a group  we  are  in  sympathy  with  provision  for 
economic  security  for  workers.  We  are  asking  only  that  where  we, 
through  our  denominational  pension  systems,  are  making  as  good  or 
as  large  a provision,  we  be  allowed  to  continue  what  we  have  been 
doing. 

Mr.  McCormack.  I understand  the  very  admirable  position  you 
have  taken,  but  I wanted  to  get  your  reaction  as  to  whether  or  not 
you  think  they  should  come  under  the  purview  of  the  law  at  all. 

Mr.  Huggins.  Yes,  sir;  if  they  are  not  properly  covered  by  the 
particular  denominational  system,  which  should  properly  cover  them. 
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Mr.  Disney.  How  large  a number,  if  you  have  not  already  stated 
it,  of  persons  are  pensioned? 

Mr.  Huggins.  We  have  about  32,000  beneficiaries  under  these  dif- 
ferent pension  systems,  who  are  receiving  over  $9,000,000  a year  in 
benefits. 

Mr.  Disney.  An  average  of  a thousand  dollars,  you  say? 

Mr.  Huggins.  One  of  our  funds,  the  church  pension  fund  of  the 
Episcopal  Church,  is  paying  an  average  pension  that  is  between  $990 
a year  and  $1,000,  and  they  go  as  high  as  $1,500  according  to  the 
length  of  service. 

Mr.  Disney.  The  total  number  pensioned  is  about  32,000? 

Mr.  Huggins.  That  includes  widows  and  minor  children  and  dis- 
abled ministers,  as  well  as  the  aged. 

Mr.  Disney.  Can  you  give  us  a break-down  of  that,  the  details, 
in  your  statement?  Not  now,  but  later. 

Mr.  Huggins.  I can  give  you  the  approximate  break-down;  yes,  sir. 

Mr.  Knutson.  You  would  be  in  favor  of  exempting,  you  say,  a 
religious  society  whose  members  are  taken  care  of  by  the  society 
when  they  become  superannuated? 

Mr.  Huggins.  Yes;  not  just  on  the  ground  of  their  being  a religious 
society. 

Mr.  Knutson.  No;  not  because  they  are  a religious  organization, 
but  because  the  society  is  making  ample  provision,  better  provision 
for  their  care  in  old  age  than  the  Government  is  doing  under  this 
legislation. 

Mr.  Huggins.  Yes,  sir. 

Mr.  Knutson.  That  is  the  whole  thing  in  a nutshell. 

Mr.  Huggins.  That  is  the  whole  thing.  We  are  also  caring  for 
the  disabled  men,  and  we  are  caring  for  the  widows  and  the  minor 
orphans  of  the  deceased  men. 

Mr.  Knutson.  You  are  speaking  now  of  the  clergy? 

Mr.  Huggins.  Yes. 

Mr.  Knutson.  I think  you  are  right. 

Mr.  Hill  (presiding).  Thank  you  very  much  for  your  appearance, 
Mr.  Huggins,  and  the  information  you  have  given  the  committee. 

This  concludes  the  program  for  this  morning.  The  committee  will 
remain  for  an  executive  session. 

(Whereupon,  at  11:30  a.  m.,  the  committee  went  into  executive 
session.) 

AFTERNOON  SESSION 

The  recess  having  expired,  the  committee  reconvened  at  2 p.  m., 
Hon.  Robert  L.  Doughton  (chairman)  presiding. 

The  Chairman.  The  committee  will  be  in  order.  The  next 
witness  on  our  calendar  is  Miss  Mary  Van  Kleeck,  Director  of  Indus- 
trial Studies,  Russell  Sage  Foundation. 

Miss  Van  Kleeck,  will  you  please  come  forward,  state  your  name 
and  the  capacity  in  which  you  appear. 

STATEMENT  OF  MISS  MARY  VAN  KLEECK,  DIRECTOR  OF  INDUS- 
TRIAL STUDIES,  RUSSELL  SAGE  FOUNDATION 

Miss  VAn  Kleeck.  Mr.  Chairman  and  gentlemen: 

I am  not  speaking  for  the  Russell  Sage  Foundation,  which  as  a 
scientific  organization,  does  not  take  a stand  on  legislation.  But  I 
am  speaking  on  behalf  of  the  Inter-Professional  Association  for  Social 
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Insurance,  which  is  an  organization  composed  of  members  from  all  of 
the  principal  professions.  The  professional  workers  are  naturally 
very  much  affected  by  unemployment,  and  therefore  concerned  over 
being  included  in  social  insurance.  The  greater  number  of  them 
would  not  be  included  in  H.  R.  4142. 

I might  say  briefly  regarding  my  experience  that  I am  an  economist, 
as  director  of  industrial  studies,  Russell  Sage  Foundation.  I was  a 
member  of  the  President’s  Conference  on  Unemployment  in  1921  and 
of  the  Committee  on  Unemployment  and  Business  Cycles,  appointed 
by  the  Secretary  of  Commerce,  Herbert  Hoover,  to  carry  forward  in- 
vestigations growing  out  of  that  conference. 

I was  collaborator  in  the  report  on  business  cycles  and  unemploy- 
ment prepared  by  the  National  Bureau  of  Economic  Research  for 
that  committee.  I was  chairman,  1922  to  1933,  of  the  committee  on 
governmental  labor  statistics  of  the  American  Statistical  Associa- 
tion, with  a good  deal  of  interest  therefore  in  our  statistics  on  labor. 

I was  a member  of  Mayor  Mitchell’s  committee  on  unemployment, 
New  York  City,  in  1915  to  1916.  I was  chairman  of  the  program 
committee  of  the  World  Social  Economic  Congress  in  Amsterdam, 
Holland,  in  1931,  which  prepared  a report  on  fluctuations  in  employ- 
ment for  20  years  from  1910  to  1930,  in  seven  countries  of  the  world, 
published  under  the  title  “International  Unemployment.” 

I state  those  facts  to  show  that  I have  been  interested  for  a long 
time  in  unemployment,  and  if  I appear  therefore  to  repudiate  what  to 
some  persons  might  seem  merely  first  steps,  and  therefore  not  to  be 
repudiated,  it  is  because  I believe  we  have  come  to  the  time  when  we 
must  squarely  face  this  problem  and  deal  with  it  in  some  more  effective 
way  than  in  the  past. 

Therefore,  in  the  interest  of  an  adequate  program  for  social  insur- 
ance, I find  myself  impelled  to  appear  in  opposition  to  H.  R.  4142  on 
fundamental  grounds.  These  I would  summarize  as  follows: 

1.  It  does  not  meet  the  needs  of  those  now  unemployed. 

2.  It  sets  up  no  definite  standards  for  State  legislation  which  can  be 
guaranteed  to  protect  those  now  employed,  and  indeed  opens  the  way 
to  a compulsion  upon  them  to  contribute  out  of  their  already  insuffi- 
cient wages  toward  future  unemployment  for  which  they  will  have  no 
responsibility;  and  by  implication  it  leaves  out  of  State  legislation 
employees  in  small  establishments  and  large  numbers  of  workers  in 
the  professions,  in  domestic  service,  and  in  agriculture. 

(3)  By  transferring  the  initiative  to  the  States  instead  of  setting 
up  a Federal  system,  it  inevitably  postpones  action,  delays  the 
effective  operation  of  unemployment  insurance,  and  opens  the  way 
to  variations  which  will  constitute  serious  discrimination  between 
workers  in  different  parts  of  the  country. 

(4)  It  takes  its  funds  from  the  wrong  source,  namely,  from  a tax 
on  pay  rolls,  which  would  lay  the  burden  on  consumers  and  workers 
rather  than  upon  profits  and  higher  incomes,  which  should  logically 
be  taxed  for  this  purpose. 

(5)  Its  enactment  would  block  the  way  to  effective  action  by  the 
Seventy-fourth  Congress  on  this  vital  problem. 
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THE  PRESENT  PROBLEM  TO  BE  MET 

The  most  effective  criticism  of  this  bill  is  to  be  found  in  a compari- 
son between  its  provisions  and  the  statement  of  the  problem  con- 
tained in  the  report  to  the  President  by  the  Committee  on  Economic 
Security,  transmitted  under  date  of  January  15  to  the  President  and 
signed  by  the  Secretary  of  Labor  as  chairman  and  the  Secretary  of 
the  Treasury,  the  Attorney  General,  the  Secretary  of  Agriculture, 
and  the  Federal  Emergency  Relief  Administrator. 

The  letter  of  transmittal  quotes  the  President’s  message  to  Con- 
gress of  June  8,  1934,  declaring: 

Among  our  objectives  I place  the  security  of  the  men,  women,  and  children  of 
the  Nation  first. 

The  opening  section  of  the  report,  under  the  title  “Need  for  Se- 
curity”, after  analyzing  causes  of  destitution  as  including  not  only 
industrial  unemployment  but  accidents,  industrial  and  nonindustrial, 
illnesses  and  insufficient  income  to  provide  for  old  age,  declares: 

The  one  almost  all-embracing  measure  of  security  is  an  assured  income.  A 
program  of  economic  security  as  we  vision  it  must  have  as  its  primary  aim  the 
assurance  of  an  adequate  income  to  each  human  being  in  childhood,  youth, 
middle  age,  or  old  age — in  sickness  or  in  health.  It  must  provide  safeguards 
against  all  of  the  hazards  leading  to  destitution  and  dependency. 

Moreover,  it  is  declared  that  action  should  be  taken  at  once: 

To  delay  until  it  is  opportune  to  set  up  a complete  program  will  probably  mean 
holding  up  action  until  it  is  too  late  to  act. 

Yet  in  the  face  of  this  challenging  statement  of  need,  the  major 
recommendation  is  “the  stimulation  of  private  employment  and  the 
provision  of  public  employment”  (p.  3);  and  unemployment  com- 
pensation, which  presumably  should  help  to  provide  an  assured 
income,  is  given  a secondary  place  in  the  declaration: 

While  we  favor  unemployment  compensation  in  cash,  we  believe  that  it  should 
be  provided  for  limited  periods  on  a contractual  basis  and  without  governmental 
subsidies.  Public  funds  should  be  devoted  to  providing  work  rather  than  to 
introduce  a relief  element  into  what  should  be  strictly  an  insurance  system. 

The  Chairman.  Are  you  still  quoting? 

Miss  Van  Kleeck.  Yes.  That  is  a quotation.  I am  matching 
those  two,  the  suggested  provision  matched  against  the  statement  of 
need;  which  I think  is  sufficient  to  demonstrate  that  the  two  do  not 
match. 

No  adequate  data  exist  today  as  to  the  number  of  unemployed. 
Estimates  vary  from  10,000,000  to  17,000,000. 

It  is,  by  the  way,  important  that  there  should  be  a census  of  the 
unemployed  today.  There  has  been  none  since  1930,  and  the  Federal 
Government  is  without  any  exact  measurement  of  the  number  of 
unemployed.  Current  statistics  showing  trends  of  employment  and 
earnings  indicate  an  index  number  still  far  below  the  100  which  was 
the  average  of  1923  to  1925.  The  latest  figures  of  the  Federal  Bureau 
of  Labor  Statistics  show  factory  employment  in  December  as  78.1, 
indicating  a shrinkage  of  about  22  percent  as  compared  with  10  years 
ago,  when  there  should  have  been  an  increase.  The  pay-roll  index 
was  still  further  out  of  proportion— namely,  63.10,  indicating  that 
income  has  not  kept  pace  even  with  the  slow  increase  in  employment 
which  has  undoubtedly  occurred  in  the  past  2 years.  Indications, 
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however,  are  that  this  increase  in  employment  is  due  to  shorter  hours 
and  therefore  constitutes  sharing  of  work  and  sharing  of  income  by 
the  workers. 

There  is  no  disagreement  as  to  the  fact  that  unemployment  is  still 
wide-spread.  The  important  point  to  make  here  is  that  this  wide- 
spread unemployment  is  being  carried  in  large  part  by  relatives  of 
the  unemployed  and  by  their  friends  who  still  have  jobs,  and  by 
small  tradesmen  who  extend  credit. 

A very  important  point  to  note  is  that  unemployment  insurance  is 
necessary  to  lift  some  of  the  load  from  the  small  tradesmen,  from  the 
small  businessmen,  who  have  in  some  instances  been  forced  out  of 
business  in  large  part  by  the  fact  that  they  had  to  extend  credit  to 
the  workers  who  are  out  of  work.  This  burden  of  unemployment 
carried  by  workers  and  by  small  businessmen  must  continue  to  be 
carried  by  them  unless  a system  of  unemployment  compensation  is 
put  into  effect  at  once. 

LACK  OF  SAFEGUARDS  FOR  STATE  LAWS 

The  Committee  on  Economic  Security  expressly  stated  that,  ex- 
cept for  the  requirement  for  “high  administrative  standards”,  it  was 
desirable  to  give  “wide  latitude  to  the  States  in  other  respects.” 
This  injunction  is  carried  out  in  the  bill.  Clearly,  if  the  intention  is 
to  provide  security  through  unemployment  compensation,  this  wide 
latitude  without  any  basic  minimum  standards  will  undoubtedly 
lead  to  the  setting  up  of  totally  inadquate  laws.  In  other  words, 
the  Federal  Government  will  collect  money  through  the  Nation- 
wide tax,  and  employers  may  get  the  benefit  of  remission  of  the  tax 
in  States  where  the  laws  fail  to  transfer  any  substantial  benefit  to 
those  who  become  unemployed. 

There  are  no  specifications  as  to  the  length  of  benefit,  though  it  is 
clearly  stated  in  the  report  of  the  Committee  on  Economic  Security 
that  this  should  be  strictly  limited;  there  are  no  safeguards  against 
discrimination  against  the  foreign  born;  there  are  no  definite  require- 
ments as  to  the  amount  of  unemployment  compensation.  And  thus 
serious  loopholes  are  left,  even  if  a large  number  of  States  should 
respond  to  the  “stimulus”  which  is  all  that  this  Federal  bill  provides. 

SOURCE  OF  FUNDS 

There  are  grave  questions  connected  with  the  choice  of  the  source 
of  funds  for  social  insurance.  The  fact  that  this  bill  has  been  referred 
to  the  Committee  on  Ways  and  Means  indicates  that  the  source  of 
funds  is  its  determining  characteristic.  It  imposes  a tax  on  pay  rolls 
and  expressly  permits  an  arrangement  whereby  the  State  unemplo\^- 
ment  insurance  may  be  raised  through  contributions  from  employers 
and  possibly  from  workers.  The  first  point  which  is  clear  is  that  such 
a tax  on  pay  rolls  can  and  undoubtedly  will  be  passed  on  to  the  con- 
sumer in  higher  prices,  thus  forcing  workers  to  pay  for  their  insurance 
in  higher  cost  of  living;  and  also,  even  if  workers  do  not  contribute 
directly,  this  kind  of  tax  on  p!ay  rolls  constitutes  a down  drag  on  the 
wage  scale,  since  it  enters  into  the  cost  of  production. 

If  the  aim  be  to  sustain  purchasing  power,  then  clearly  this  will  not 
be  achieved  by  measures  which  keep  down  wages  or  raise  prices. 
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The  tax  which  is  least  likely  to  result  in  such  an  increase  in  cost  of 
living  is  a tax  on  profits,  higher  incomes,  inheritance,  and  gifts.  This, 
should  be  the  primary  source  of  funds  for  social  insurance,  and  it 
should  be  made  applicable  at  once  in  the  form  of  unemployment 
compensation  for  the  present  unemployed. 

And  may  I add  there  that  if  one  were  to  undertake  to  sustain 
profits,  a very  wise  and  economic  way  of  sustaining  profits  is  to  assure 
purchasing  power  with  which  to  purchase  the  products,  from  the  sale 
of  which  profits  come.  We  may  say  that  profits  also  are  in  a bad 
way  today  naturally  due  to  the  absence  of  a market  for  goods. 

The  report  of  the  Committee  on  Economic  Security  discusses  the 
dangers  involved  in  the  handling  of  the  proposed  reserve  funds  for 
insurance,  and  for  that  reason  holds  this  power  in  the  hands  of  the 
Federal  Government.  There  are  indeed  many  objections  to  this 
idea  that  unemployment  compensation  should  be  paid  out  of  funds 
established  in  advance,  but  the  most  important  relates  not  to  the 
handling  of  these  funds  but  rather  to  the  fact  that  their  collection  is 
merely  a rearrangement  of  the  earnings  of  those  who  work. 

It  merely  withholds  part  of  their  earnings  against  the  time  when 
unemployment  may  occur,  instead  of  redistributing  income.  It  is  an 
accepted  theory  of  the  economic  crisis  that  a disproportion  between 
money  available  for  investment  and  money  available  for  purchase  of 
necessities  of  life  is  one  of  the  maladjustments  which  has  caused  the 
crisis.  This  cannot  be  met  merely  by  readjusting  purchasing  power 
for  the  necessities  of  life,  withholding  some  of  it  for  future  use. 

The  effect  of  disproportionate  profits  upon  recovery  was  well  stated 
by  Senator  Robert  F.  Wagner,  who  has  introduced  into  the  Senate 
the  companion  bill  to  H.  R.  4142,  in  an  address  which  he  made  in 
Washington,  October  9,  1933,  before  the  annual  convention  of  the 
American  Federation  of  Labor.  At  that  time  he  gave  the  following 
statistics: 

In  1929  the  value  of  goods  produced  in  factories  in  the  United  States  was 
$10,000,000,000  more  than  in  1923.  Of  this  increase,  6 percent  went  into  wages, 
8 percent  into  salaries,  38  percent  into  raw  materials,  and  48  percent  into  profits 
and  other  costs.  Is  it  any  wonder  that  during  the  high  day  of  our  vaunted  pros- 
perity less  than  one-tenth  of  the  population  received  one-third  of  the  national 
income,  while  three-fourths  of  the  people  lived  below  the  standard  of  comfort 
set  by  the  United  States  Bureau  of  Labor  Statistics? 

Wage  improvements  under  the  “new  deal”  should  not  be  simply  enough  to 
keep  factories  going.  Wages  must  be  fixed  with  reference  to  a social  program 
which  intends  to  insure  everyone  a comfortable  living  and  to  give  labor  its  just 
share  of  national  wealth.  (American  Federation  of  Labor,  Report  of  Proceed- 
ings, sixth  day,  Monday  morning  session,  Oct.  9,  1933,  p.  289.) 

A bill  like  H.  R.  4142,  which  lays  directly  and  indirectly  a tax  upon 
wages  in  order  to  set  aside  a fund  for  future  reserves,  still  further 
complicates  this  lack  of  distribution  of  wealth  for  the  necessities  of 
life.  And  let  me  say  that  it  clearly  indicates  that  this  bill  is  a very 
strong  protection  of  the  Federal  Treasury  and  of  the  Federal  tax- 
payers against  any  increase  in  taxes.  I may  say,  as  a member  of  the 
President’s  Conference  on  Unemployment  in  1921,  that  the  Confer- 
ence was  opened  by  an  address  from  the  President,  who  declared  that 
the  Federal  Treasury  must  not  be  drawn  upon  for  the  unemployed. 
That  statement  was  made  to  the  country  at  large,  and  I think  that 
the  same  attitude  is  shown  now  in  passing  onto  the  States  the  task  of 
initiating  unemployment  insurance  while  nevertheless  enacting  a 
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Federal  law  about  it;  which  would  seem  to  be  a Federal  program  for 
security  but  which  nevertheless  effectively  protects  the  Federal 
Treasury  against  any  charge  for  this  very  important  aspect  of  the 
general  welfare. 

The  same  principle  applies  to  the  method  of  taxation  for  social 
insurance.  Redistribution  of  income  can  be  attained  by  taxing 
incomes  and  profits  to  compensate  for  unemployment;  and  by  doing 
this  currently  a certain  readjustment  can  be  brought  about  which 
will,  at  least,  tend  to  turn  funds  from  channels  of  investment  already 
choked  with  funds  “seeking  employment  ”,  to  quote  the  New  York 
Times’  summary  of  the  Federal  Reserve  System’s  annual  report,  to 
purchases  of  the  necessities  of  life. 

It  is  appropriate  to  suggest  before  this  committee  that  the  first 
source  of  funds  for  social  insurance  should  be  to  make  this  a prior 
obligation  ahead  of  destructive  expenditures  such  as  those  involved 
in  preparations  for  war;  and  to  provide  for  additional  taxation  in  the 
form  of  a revision  of  the  income  tax  and  of  the  tax  on  inheritance  and 
gifts. 

On  December  15,  1933,  Acting  Secretary  Morgenthau  made  a state- 
ment before  the  Subcommittee  of  the  Committee  on  Ways  and  Means 
regarding  the  methods  of  preventing  the  avoidance  and  evasion  of 
the  internal-revenue  laws.  It  is  to  be  assumed  that  these  evasions 
ate  not  yet  completely  eliminated  and  that  the  Committee  on  Ways 
and  Means  in  the  Seventy-fourth  Congress  may  well  carry  forward 
this  task.  But  in  addition,  it  is  pertinent  to  call  attention  to  the 
fact  that  the  United  States  Government  does  not  obtain  revenue  from 
these  sources  as  successfully  as  does  Great  Britain.  I call  attention 
to  this  very  important  report  of  the  committee  on  national  debt  and 
taxation  of  Great  Britain,  which  contains  a discussion  of  the  sources 
of  revenue  and  which  reveals  the  very  much  higher  rates  paid  under 
income  taxes  but  which  confirms  the  importance  of  the  income  tax 
as  a source  of  revenue  for  the  needs  of  government.  Comparison 
between  the  rates  of  taxes  on  incomes  and  on  inheritance  and  gifts 
in  the  two  countries  would  reveal  the  possibility  of  securing  funds 
which  could  be  used  for  the  urgently  needed  unemployment  com- 
pensation. 

It  is  suggested  that  the  Committee  on  Ways  and  Means  might 
well  ask  the  Treasury  Department  to  compare  the  rates  of  taxation 
on  incomes  and  on  inheritance  and  gifts  in  Great  Britain  and  the 
United  States,  and  on  that  basis  to  estimate  the  additional  revenue 
which  would  be  received  in  this  country  if  rates  equal  to  those  in 
Great  Britain  were  imposed  here. 

We  have  in  our  group  made  some  computations,  but  the  superiority 
of  access  to  figures  by  the  Treasury  Department  would  suggest  that 
it  would  be  like  bringing  coals  to  New  Castle  to  present  them  here. 

Mr.  Cooper.  May  I ask,  It  is  not  your  thought  that  we  have  not 
given  study  to  the  British  tax  system,  is  it? 

Miss  Van  Kleeck.  No;  but  I am  calling  attention  to  what  seemed 
to  me  very  pertinent  information,  since,  although  study  undoubtedly 
has  been  given,  I have  as  yet  seen  no  proposals  on  this  point.  I am 
very  much  interested  if  there  are  to  be  some. 

Mr.  Cooper.  It  is  just  a question  of  whether  this  country  wants 
to  raise  taxes  as  high  as  the  rates  in  force  in  Great  Britain;  that  is  all. 
It  is  a simple  question. 
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Miss  Van  Kleeck.  1 am  suggesting  that  the  Committee  on  Ways 
and  Means  might  well  propose  this,  in  view  of  the  very  great  public 
need  for  additional  revenue  for  such  a purpose  as  unemployment 
insurance. 

A RECURRENT  PROBLEM 

The  statistics  used  by  Senator  Wagner  in  his  statement  quoted 
above  indicate  a maladjustment  which  has  continued  to  exist.  The 
following  statement,  quoted  from  the  United  States  Bureau  of  Labor 
Statistics  (Bulletin  No.  541,  Handbook  of  Labor  Statistics,  1931 
edition,  p.  615)  is  based  upon  data  gathered  by  the  United  States 
Census  over  a period  of  80  years,  from  1849  to  1929: 

The  average  yearly  earnings  in  manufacturing  industries  were  76.2  percent 
greater  in  1899  than  they  had  been  50  years  before;  the  value  of  the  product  per 
wage  earner  was  130  percent  greater;  the  value  added  to  the  raw  material  as  the 
result  of  manufacture  was  119.8  percent  greater;  while  the  percent  wages  bore  to 
the  value  of  product  had  decreased  23.2  percent,  the  percent  that  wages  were  of 
value  of  product  added  had  decreased  19.8  percent,  and  wholesale  prices  had 
decreased  13.1  percent. 

By  1929,  or  30  years  later,  the  average  yearly  earnings  had  increased  over  1849, 
431.5  percent,  the  value  of  products  per  wage  earner  had  increased  651.7  percent, 
the  value  added  by  manufacture  per  wage  earner  had  increased  649.9  percent. 
The  percent  that  wages  were  of  the  value  of  the  product  had  decreased  29.2 
percent,  and  the  percent  that  wages  were  of  value  added  had  decreased  by  the 
same  amount,  while  prices  had  increased  60.6  percent. 

That,  looked  at  in  another  way,  means  that  the  purchasing  power, 
through  the  income  of  those  who  work  for  a living,  had  not  increased 
with  the  value  of  the  product  sufficiently  to  purchase  back  those 
necessities.  And  I might  quote  still  later  figures,  published  on 
December  10,  1934,  by  the  National  Industrial  Conference  Board, 
which,  as  you  know,  is  the  representative  board  of  the  employers’ 
organizations,  when  indexes  of  manufacturing  activities  were  quoted 
as  follows: 

Compared  with  the  base  of  1923  to  1925  as  100,  employment  was 
78.6  percent;  pay  rolls,  60.70  percent;  output  per  worker,  92.9  percent; 
output  per  man-hour,  129.5  percent. 

It  indicates  that  our  technological  advance  shown  in  increased 
output  per  man  per  hour  has  been  rapid  as  between  1923-25  and 
1934;  and  that  means  a likelihood  of  increase  in  technological  unem- 
ployment. And  yet  the  wages  are  at  60  percent  compared  with  the 
output  at  129.  These  are  serious  economic  facts. 

Mr.  Lewis.  When  you  speak  of  60  percent,  are  you  thinking  of  the 
gross  wages  paid,  with  reference  to  the  gross  product,  or  the  wages  of 
some  particular  worker? 

Miss  Van  Kleeck.  This  is  the  index  of  the  National  Industrial 
Conference  Board  which  is  based  on  the  monthly  reports  received 
by  the  National  Conference  Board  from  a large  number  of  reporting 
firms  in  its  membership. 

Mr.  Lewis.  You  were  speaking  a moment  ago  about  the  early  part 
of  the  nineteenth  century. 

Miss  Van  Kleeck.  Those  were  figures  based  on  the  census.  This 
is  the  index  of  manufacturing,  which  the  National  Industrial  Con- 
ference Board  publishes,  and  with  1923-25  as  100,  total  pay  rolls  then 
being  100,  the  total  pay  rolls  as  of  October  1934  were  60;  the  output 
being  100  in  1923-25,  the  total  output  per  man-hour  in  October  1934 
was  129.  It  is  an  index  number.  Is  that  clear? 
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Mr.  Lewis.  Yes. 

Miss  Van  Kleeck.  If  one  looks  at  wages  in  terms  of  the  purchases 
which  they  make  possible,  these  statistics  indicate  that  the  purchasing 
power  of  the  mass  of  the  people  has  not  kept  pace  with  the  capacity  of 
industry.  That  is  the  reason  industry  cannot  sell  its  goods.  From 
this  point  of  view,  the  payment  of  unemployment  compensation  to 
those  now  unemployed  assumes  the  character  of  payment  of  a deferred 
share  in  the  value  of  the  product,  or  deferred  purchasing  power  which 
should  have  been  paid  in  wages  in  the  period  preceding  the  present 
economic  crisis. 

May  I add  this?  In  the  study  by  the  National  Bureau  of  Economic 
Research  entitled,  “ Business  Annals”,  in  which  economists  have 
traced  the  history  of  fluctuations  in  the  economic  system  from  1790  to 
1925,  they  report  32  business  cycles  averaging  4 years  from  panic  to 
panic;  and  in  that  period  we  had  only  1%  years  of  prosperity  to  each 
year  of  depression.  This  report  would  appear  to  indicate  that  we 
have  here  not  an  unusual  problem  but  the  recurrence  in  a more  in- 
tense, more  menacing  form  than  ever  before  in  our  economic  history, 
of  what  has  been  a very  serious  recurrent  fluctuation  in  employment 
in  these  past  145  years. 

If  it  be  true,  as  is  held  by  many  economists,  that  this  crisis  is  brought 
on  by  the  failure  of  purchasing  power  to  equal  production,  added  em- 
phasis is  given  to  the  statement  of  the  Committee  on  Economic  Secur- 
ity, that  “the  one  almost  all-embracing  measure  of  security  is  an  as- 
sured income.”  An  “assured  income”  is  not  a “work  benefit”  at  the 
lowest  possible  wages.  Clearly,  therefore,  this  income  during  periods 
of  unemployment  should  be  equal  to,  and  not  less  than,  average  earn- 
ings in  the  given  occupation  and  locality.  A bill  which  falls  short  of 
this,  as  does  II.  R.  4142,  merely  takes  care  of  seasonal  unemployment 
and  speedily  brings  again  before  the  Nation  the  need  for  assuring  in- 
come to  those  unemployed  longer  than  the  period  of  “actuarial” 
benefits.  And  I quote  “actuarial”  because,  in  my  opinion,  the  word, 
“actuarial”  does  not  apply  to  unemployment.  It  is  an  unpredict- 
able menace  growing  out  of  these  recurring  fluctuations,  which  vary 
in  intensity. 

PRODUCTIVE  CAPACITY  AS  A SOURCE  OF  FUNDS 

If  objection  be  raised  to  the  staggering  proportions  of  the  task  of 
assuring  income  during  periods  of  unemployment,  it  must  be  pointed 
out  that  there  is  no  disagreement  that  the  productive  capacity  of  the 
United  States  is  equal  to  a comfortable  and  secure  standard  of  living 
for  all  who  earn  their  living  by  work,  and  that  those  arrangements 
and  practices  in  the  industrial  and  financial  system  which  block  the 
use  of  productive  capacity  must  be  clearly  understood  and  dealt  with 
in  the  light  of  the  increasingly  articulate  demand  for  security  of 
livelihood  on  the  part  of  the  American  people. 

It  is  true  that  to  impose  higher  taxes  requires  the  overcoming  of 
strong  resistance  on  the  part  of  taxpayers.  The  needs  of  the  people, 
however,  must  be  paramount.  In  this  connection  it  is  not  irrelevant 
to  point  out  the  great  importance  of  maintaining  at  this  time  freedom 
of  speech  and  freedom  of  assembly  and  petition,  and  the  rights  of 
labor  to  organize,  since  only  so  can  this  demand  of  the  American 
people  be  made  effective  in  our  democracy.  These  rights  are  menaced 
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today  as  industrial  depression  increases  the  conflict  which  is  always 
present  as  between  the  claims  of  workers  and  the  claims  of  capital 
upon  the  national  income.  There  is  added  need  for  safeguarding 
liberty  of  expression  under  these  circumstances. 

It  is  necessary,  therefore,  at  this  time  that,  speaking  on  behalf  of 
the  Interprofessional  Association  for  Social  Insurance,  I should  here 
enter  the  association’s  protest  against  the  forcible  curtailment  of 
testimony  before  this  committee  on  February  1,  on  the  occasion  of 
the  appearance  before  the  committee  of  Herbert  Benjamin,  executive 
secretary  of  the  National  Congress  for  Unemployment  and  Social 
Insurance.  The  Interprofessional  Association  for  Social  Insurance 
was  one  of  the  organizations  represented  in  that  national  congress, 
and  Mr.  Benjamin  is  also  a member  of  the  Interprofessional  Associa- 
tion’s national  executive  committee.  He  should  have  been  given  a 
hearing  proportionate  to  the  groups  wdiose  unmet  needs  he  was 
describing  in  opposition  to  H.  R.  4142. 

DANGERS  IN  ENACTMENT  OF  AN  INADEQUATE  BILL 

The  President’s  Committee  on  Economic  Security  has  declared 
that  “to  delay  until  it  is  opportune  to  set  up  a complete  program  will 
probably  mean  holding  up  action  until  it  is  too  late  to  act.  ” It  must 
be  added  here  that  to  set  up  so  completely  inadequate  a program  as 
that  proposed  in  this  bill  means  the  indefinite  postponement  of  the 
steps  toward  a sound  program. 

OLD-AGE  PENSIONS 

This  testimony  has  been  confined  to  the  provisions  with  reference 
to  unemployment  compensation.  It  implies,  however,  opposition 
also  to  the  provisions  for  old-age  pensions,  in  that  these  are  contrib- 
utory and  still  further  impose  burdens  upon  the  current  income  of 
workers,  thus  constituting  again  a mere  rearrangement  of  workers’ 
income,  while  nevertheless  making  the  return  dependent  wholly 
upon  proof  of  need,  postponing  payment  of  part  of  it  until  a later  date, 
rather  than  dealing  with  the  important  question  involved  in  the 
distribution  of  the  income  as  between  profits  and  wmrkers’  earnings. 

I thank  you,  Mr.  Chairman. 

Mr.  Lewis.  Were  you  present  when  Air.  Benjamin  delivered  his 
testimony? 

Miss  Van  Kleeck.  No;  I was  in  New  York. 

Mr.  Cooper.  That  might  explain  your  comments. 

Air.  Lewis.  May  I say,  judging  by  your  own  demeanor  and  the 
character  of  the  contribution  that  you  have  tried  to  make,  I do  not 
think  you  wmuld  have  criticized  the  Committee’s  action  if  you  had 
been  present. 

The  point  of  your  discussion  today  really  at  last  involves  some 
action  on  the  part  of  the  Government  to  prevent  these  recurring 
depressions. 

I believe  I state  your  conclusion  correctly  when  I say  that  you  say 
that  in  order  to  achieve  that  end,  sufficient  purchasing  powder  must 
go  out  in  the  form  of  wages.  Wages  will  be  spent,  and  the  industrial 
budget  will  be  balanced  from  year  to  year,  if  it  w^ent  out  in  the  form 
of  wages. 
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Now,  agreeing  to  the  abstract  truth  of  that  statement,  have  you 
any  formula  that  you  can  offer  to  the  committee  that  would  achieve 
that  end  in  our  present  economic  organization  or  society. 

Miss  Van  Kleeck.  This  morning  I appeared  before  the  Commit- 
tee on  Labor  in  support  of  H.  R.  2827,  the  Workers  Unemployment 
and  Social  Insurance  bill,  which  embodies  the  principles  I have  been 
putting  forward,  that  in  lieu  of  wages,  when  unemployment  inter- 
feres with  the  receipt  of  wages  or  salaries,  there  should  be  unemploy- 
ment compensation  equal  to  average  wages  in  the  occupation  in  the 
locality  for  the  entire  period  of  unemployment;  and  that  that  should 
be  paid  out  of  general  taxation  and  out  of  the  tax  on  incomes,  in- 
heritances, and  gifts,  and  out  of  withholding  war  funds;  and  out  of 
a surrounding  program  which,  instead  of  restricting  production,  as 
do  our  N.  R.  A.  codes  and  the  program  of  the  Agricultural  Adjust- 
ment Administration,  would  be  directed  toward  increasing  pro- 
ductivity which,  of  course,  is  the  only  source  of  wages. 

Mr.  Lewis.  That  is  the  formula  that  you  think  should  be  applied? 

Miss  Van  Kleeck.  Yes. 

Mr.  Lewis.  It  occurs  to  me,  and  not  without  sympathy  for  the 
idea  of  balancing  the  industrial  budget,  and  I think  it  is  a real  problem 
for  industrial  society  in  this  and  in  half  a dozen  other  countries,  that, 
for  instance,  Germany  presents  about  the  same  industrial  phenomenon 
as  our  country  does,  and  they  have  made  no  greater  progress  with  it 
there  than  here.  Do  you  think  they  have? 

Miss  Van  Kleeck.  Germany  has  had  very  much  the  form  of 
unemployment  insurance  that  this  bill  proposes. 

Mr.  Hill.  Which  bill? 

Miss  Van  Kleeck.  H.  R.  4142.  I think  that  the  experience  in 
Germany  is  somewhat  of  an  argument  and  an  added  support  for 
opposition  to  this  form  of  bill,  because  they  have  that  form  of  bill  in 
Germany  and  it  has  not  resulted  in  any  real  redistribution  of  pur- 
chasing power  for  the  German  workers. 

Mr.  Lewis.  Has  the  idea  been  tried  so  that  it  lias  proved  immeas- 
urably successful  in  any  industralized  country? 

Miss  Van  Kleeck.  Which  idea,  Mr.  Lewis? 

Mr.  Lewis.  This  general  idea  of  yours,  as  embodied  in  this  workers’’ 
bill.  . 

Miss  Van  Kleeck.  No;  it  has  not  been  tried  in  any  country  of 
capitalist  production.  The  fact  that  this  need  of  the  wurkers  is 
world-wide  in  the  countries  of  capitalist  production  indicates  that 
we  need  a new  method.  The  British  system  and  the  German  system 
both  break  down  in  mass  unemployment,  for  the  reason  that  they 
are  inadequate  in  the  advance  funds  collected  to  take  care  of  any- 
thing more  than  seasonal  unemployment.  Therefore,  at  the  close  of 
that  seasonal  period,  relief  has  to  be  added.  And  while  I am  speaking, 
knowing  Congressman  Lewis’  interest  in  coal  mining,  may  I not  raise 
the  point,  after  all,  what  this  bill  would  do  for  the  coal  miner  whose 
unemployment  is  so  very  serious?  It  would  only  give  him  a little 
drop  in  the  bucket,  so  to  speak.  But  we  would  still  have  the  problem 
of  the  coal  miner  immediately  thereafter;  and  I believe  therefore  that 
we  must  face  the  whole  thing  through  now'  and  not  pass  a bill  which 
is  wholly  inadequate. 

Mr.  Lewis.  You  know,  of  course,  that  this  measure  was  not  pro- 
posed as  a preventive  of  depressions? 
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Miss  Van  Kleeck.  I know  that  it  was  not  proposed  as  a preven- 
tive of  depressions.  Neither  am  I advocating  any  form  of  social 
insurance  as  a preventive  of  depressions.  I am  advocating  it  as 
compensation  for  loss  of  income  during  depressions.  It  cannot 
possibly  establish  genuine  security. 

Mr.  Lewis.  Let  me  give  you  just  one  factor  in  connection  with  this 
discussion.  And  I apologize  to  the  committee,  Mr.  Chairman,  for 
using  its  time  to  this  extent. 

We  impose  a corporation  income  tax  of  about  12  percent  on  the  net 
revenues  of  corporations.  The  depression  comes  on.  We  find  that 
the  Government’s  revenues  from  that  tax  shrink  away  to  about  one- 
third  or  one-fourth.  Now  you  are  going  to  raise  the  revenues  for 
the  purpose  of  paying  these  wages  continuously,  and  yet,  during  the 
depression,  we  find  that  the  net  revenues  of  the  employers  are  dis- 
appearing, or  have  almost  disappeared.  Can  you  get  blood  out  of 
a turnip? 

Miss  Van  Kleek.  Well,  there  is  still  some  blood  in — what  shall  1 
say — in  this  eagle,  if  you  like.  There  is  still  the  possibility  of  increas- 
ing the  amount  to  be  received  from  the  higher  income  taxes,  income 
taxes  on  higher  incomes  of  individuals  as  well  as  corporations.  As 
1 said  before,  this  would  not  establish  basic  economic  security.  That 
is  not  possible  in  a S3rstem  which  is  either  unplanned  or  can  only  plan 
by  further  restricting  production,  which  happens  to  be  the  present 
characteristic  of  our  so-called  “planning.” 

But,  as  one  compensates  for  unemployment,  to  that  extent,  of  course 
one  expands  the  market  and  it  is  the  lack  of  a market  which  is  a potent 
reason  for  the  decline  in  corporation  profits,  as  I think  most  business- 
men would  agree.  It  is  not  the  lack  either  of  equipment  or  of  capital; 
as  money  seeking  profitable  investment  appears  to  be  rather  a surplus 
today,  like  other  products.  We  are  told  that  it  is  very  difficult  to  get 
business  to  accept  loans.  As  a matter  of  fact,  business  is  staggering 
under  debts. 

But  certainly  we  do  not  remedy  that  situation  by  taxing  pay  rolls, 
increasing  prices,  as  a result  of  the  tax  on  pay  rolls,  and  taking  money 
out  of  the  pay  envelops  from  what  is  already  a meager  wage.  Cer- 
tainly, we  do  not  meet  the  problem  by  merely  inviting  the  States  to 
pass  laws  against  which  there  will  undoubtedly  be  a very  great  inertia 
as  there  has  been  in  the  past. 

The  Chairman.  If  I understand  the  trend  of  your  thought  it  is  that 
unemployment  compensation  should  be  adequate,  should  be  sufficient, 
so  that  the  unemployed,  who  are  unemployed  for  any  cause,  would 
receive  full  wages  and  lucrative  wages  for  the  full  time  that  they  are 
unemployed.  Is  that  your  conclusion? 

Miss  Van  Kleeck.  I did  not  say  full,  lucrative  wages.  I said 
average  wages  in  the  occupation  in  the  locality  for  the  full  time  that 
they  are  unemployed. 

The  Chairman.  Industry  sometimes  gets  into  the  same  distress, 
or  into  a condition  that  is  similar  to  the  distress  of  labor.  Suppose  a 
manufacturer  finds  that  he  is  losing  money  continuously,  which 
means  shutting  down  or  losing  his  entire  investment.  Have  you  ever 
thought  of  levying  a tax  to  be  used  for  the  purpose,  of  compensating 
them  for  their  losses,  and  allowing  them  to  run  their  business,  so  that 
they  may  continue  these  people  in  employment?  You  mentioned  a 
system  of  taxation  on  profits.  Perhaps  the  Government  should  sub- 
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sidize  industry  when  industry  finds  itself  losing  money,  to  enable  it 
to  continue  to  operate,  thereby  giving  people  continuous  employ- 
ment, and  paying  them  for  work  rather  than  paying  them  while  they 
are  in  idleness. 

Miss  Van  Kleeck.  Mr.  Chairman,  we  have  been  following  that 
practice  for  the  last  3 years  in  the  operations  of  the  Reconstruction 
Finance  Corporation.  We  have  been  trying  to  pump  credit  into 
business.  Business  does  not  want  to  take  it.  Just  take,  for  illus- 
tration, the  enormous  loans  that  we  have  made  to  the  railroads  and 
at  the  moment  when  we  made  those  loans 

The  Chairman.  But  that  is  a loan.  I was  not  talking  of  a loan. 

Miss  Van  Kleeck.  Of  course,  a loan  is  a good  way  to  help  industry. 

The  Chairman.  I was  talking  about  making  up  losses. 

Miss  Van  Kleeck.  It  is  almost  an  unreturnable  loan  so  far  as  the 
railroads  are  concerned,  I am  afraid. 

Supposing  that  at  the  moment  when  we  lent  money  to  the  railroads, 
which  I think  we  began  in  1932 — 

The  Chairman.  Will  you  pardon  me?  You  are  confusing  a loan 
with  a subsidy. 

Miss  Van  Kleeck.  May  I answer  the  question? 

The  Chairman.  But  you  do  not  seem  to  get  my  question  right. 
You  are  confusing  a loan  with  a subsidy. 

Miss  Van  Kleeck.  I think  we  have  tried  subsidies. 

The  Chairman.  If  the  railroads  cannot  operate,  they  would  never 
be  able  to  pay  back  the  loan. 

Miss  Van  Kleeck.  I am  pointing  out  that  we  have  been  coming 
to  the  rescue  of  business  for  3 years;  that  if  when  we  gave  the  railroads 
loans — if  you  will  pardon  my  keeping  to  that  for  a moment — if  at  the 
same  time  we  had  required  the  railroads  to  keep  up  wages  of  railroad 
men  instead  of  cutting  them  at  that  moment,  in  1932,  the  difference 
in  the  biding  power  of  railroad  workers,  who  are  a considerable  group 
in  the  Nation,  might  have  almost  turned  the  tide  in  our  downward 
trend  in  unemployment  at  that  time.  But  we  followed  the  policy  of 
lending  money  in  an  effort  to  keep  up  the  profits  and  interest  returns, 
While  we  let  labor  bear  the  full  burden. 

Since  you  raise  this  question,  may  I quote  from  the  report  entitled 
“National  Income,  1929-32,  Letter  from  the  Acting  Secretary  of 
Commerce”  in  response  to  a Senate  resolution,  this  being  published 
as  a Senate  document,  Seventy-third  Congress,  Document  No.  124. 
It  declared: 

Thus,  total  labor  income  declined  from  1929  to  1932  by  40  percent,  total 
entrepreneurial  income  by  45  percent,  but  property  incomes  have  held  up  in 
comparison,  the  decline  from  1929  to  1932  having  been  only  31  percent  (p.  14). 

I submit,  Mr.  Chairman,  that  the  immediate  way  to  restore  industry 
is  to  restore  the  buying  power  of  the  people;  and  if  I were  to  under- 
take to  restore  industry  I would  try  to  restore  employment  rather 
than  beginning,  as  is  usual  in  the  Government,  with  the  giving  of 
money,  with  the  lending  of  money,  if  you  wall,  to  maintain  profits  and 
interest  in  industry. 

The  Chairman.  You  would  restore  employment,  but 

Miss  Van  Kleeck.  I would  restore  purchasing  power  and  that  in 
turn  tends  to  restore  employment.  However,  I am  repeatedly  saying 
it  is  a much  longer  story  than  mere  compensation  for  unemployment 
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to  achieve  economic  security.  Therefore,  I am  claiming  only  the 
possibility  of  relieving  now  the  very,  very  serious  human  distress  of 
millions  of  people. 

The  Chairman.  As  I understand  that  last  phrase,  then,  you  offer 
it  not  as  a certain  means  of  relief,  but  as  a possibility. 

Miss  Van  Kleeck.  I offer  it  as  an  immediate  necessity  of  millions 
of  unemployed  in  this  country. 

The  Chairman.  If  I am  not  mistaken  you  said  you  offer  it  as  a 
possibility. 

Miss  Van  Kleeck.  No;  what  I said  was  that  the  establishment  of 
economic  security,  which  would  eliminate  economic  crises,  requires 
more  than  social  insurance.  It  requires  some  very  fundamental  deal- 
ing with  the  problems  of  our  economic  system.  But  what  I did  say 
was  that  it  is  necessary  to  keep  up  the  income  of  the  workers,  because 
as  the  President’s  Committee  on  Economic  Security  says,  the  one 
“measure  of  security”  is  the  assurance  of  income,  with  which  I agree. 

The  Chairman.  Many  intelligent  people  believe  that  we  have 
reached  the  saturation  point  in  taxation,  that  if  we  increase  rates  of 
income  and  inheritance  taxes  much  higher  we  will  lose  rather  than 
gain.  Whether  it  is  susceptible  of  proof  or  whether  it  is  a matter  of 
opinion,  many  people  believe  that.  But  suppose  we  do  that,  and  we 
find  we  are  unable  through  the  process  of  taxation  on  inheritances, 
incomes,  and  through  other  means  of  taxation,  to  carry  on  the  plan 
you  suggest  to  finance  all  the  unemployed  on  full  time  and  adequate 
wages.  Then  what  would  be  your  solution  of  the  problem  from  there 
on? 

Miss  Van  Kleeck.  The  answer  would  be,  of  course,  that  those  now 
in  the  present  administration  had  evidently  failed  to  find  the  way  to 
meet  the  needs  of  the  American  people  for  security.  That  is  the 
only  answer. 

Mr.  Cooper.  In  that  connection,  can  you  offer  any  proof  of  any 
greater  success  by  the  preceding  administration? 

Miss  Van  Kleeck.  I had  some  relation  to  the  President’s  Confer- 
ence on  Unemployment  in  the  preceding  administration.  They  are 
alike  in  their  failure. 

Mr.  Cooper.  Yes. 

Miss  Van  Kleeck.  But  the  interesting  thing  is  that  the  present 
administration  goes  back  to  the  same  principles  which  the  prior 
administration  prescribed,  namely,  turning  back  relief  to  local  com- 
munities and  saving  the  Federal  Treasury  from  any  further  taxation. 
That  is  the  principle  that  we  have  been  working  on  for  many  years 
in  this  country. 

It  it  fails  to  promote  the  general  welfare,  which  is  the  general 
obligation  of  Congress  under  the  Constitution,  then  all  we  can  say 
is  that  the  present  administration,  not  the  American  Nation,  has 
failed. 

Mr.  Hill.  Miss  Van  Kleeck,  the  affirmative  part  of  your  statement 
here,  I think,  is  about  the  same  as  your  presentation  this  morning 
to  the  Committee  on  Labor  on  H.  R.  2827? 

Miss  Van  Kleeck.  No;  I made  quite  a different  statement,  be- 
cause there  I was  supporting  the  bill.  It  will  appear  in  the  pro- 
ceedings. 

Mr.  Hill.  I said  the  affirmative  part  of  your  statement. 

Miss  Van  Kleeck.  The  affirmative  part:  yes. 
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Mr.  Hill.  That  bill  provides  for  the  payment  to  all  workers  and 
farmers  above  18  years  of  age  unemployed  through  no  fault  of  their 
own  a weekly  compensation  of  $10,  plus  $3  for  each  dependent.  In 
addition  to  that,  it  provides  for  the  payment  of  a like  amount  for 
all  workers  and  farmers  who  are  unable  to  work  because  of  sickness, 
old  age,  maternity,  industrial  injury,  or  any  other  disability,  and  then 
also  compensation  for  disability  because  of  maternity  for  a period  of 
8 weeks  prior  and  8 weeks  subsequent  to  childbirth.  How  many 
people  in  the  United  States  at  this  time  do  you  estimate  would  come 
within  the  classes  here  described? 

Miss  Van  Kleeck.  We  in  the  Interprofessional  Association  for 
Social  Insurance  are  working  out  for  the  House  Committee  on  Labor 
a careful  estimate  on  that  point.  Part  of  the  statement  was  put  into 
the  record  of  the  proceedings  of  that  committee  yesterday  by  Dr. 
Gillman,  of  New  York,  an  economist.  Those  figures  are  available. 

Mr.  Hill.  Can  you  tell  this  committee  that? 

Miss  Van  Kleeck.  No;  because  I did  not  make  that  estimate  and 
I would  not  care  to  quote  their  material. 

Mr.  Hill.  Have  you  any  information  as  to  what  the  estimate  is? 

Miss  Van  Kleeck.  As  I say,  I prefer  to  refer  to  the  records  of  the 
committee. 

Mr.  Hill.  We  are  asking  for  a record  here. 

Miss  Van  Kleeck.  But  it  is  a careful  estimate  of  the  total  unem- 
ployed and  the  total  who  suffer  from 

Mr.  Hill.  I am  asking  if  you  can  give  me  any  information  about  it. 

Miss  Van  Kleeck.  Being  an  economist,  with  a respect  for  facts,  I 
would  rather  you  would  get  the  exact  information  from  the  records. 

Mr.  Hill.  I am  not  asking  for  the  facts,  I am  asking  you  for  your 
information  as  to  the  estimate  others  have  made  relative  to  the 
number  of  people  coming  within  these  classes  described  in  the  bill 
to  which  I have  referred. 

Miss  Van  Kleeck.  I am  very  sorry.  I will  give  you  the  material 
for  the  record  in  table  form,  but  I do  not  care  to  quote  it  at  this 
moment  because  I do  not  have  it  before  me.  It  depends  first  of  all 
upon  the  total  number  of  unemployed. 

Mr.  Hill.  I do  not  care  about  that. 

Miss  Van  Kleeck.  I have  stated  in  my  paper  here  that  the  esti- 
mates of  the  unemployed  range  anywhere  from  10  to  17  million. 

Mr.  Hill.  That  is  getting  better.  At  a weekly  wage  of  $10  for 
each  of  these  persons,  with  allowances  made  for  the  additional  $3  for 
each  dependent,  about  how  much  money  per  week  would  be  necessary 
to  finance  the  provisions  of  H.  It.  2827? 

Miss  Van  Kleeck.  Obviously,  10  times  10,000,000  people,  Mr. 
Hill,  would  be  the  answer  if  10,000,000  are  unemployed. 

Mr.  Hill.  You  have  to  add,  of  course 

Miss  Van  Kleeck.  Then  one  adds  for  the  number  of  dependents. 

Mr.  Hill.  About  how  many  dependents  on  the  average  would 
there  be? 

Miss  Van  Kleeck.  I think  the  census  shows  two  and  some  per- 
centage of  dependents  per  family. 

Mr.  Hill.  That  would  be  an  additional  $6  per  week  at  a minimum 
for  the  dependents.  It  would  be  about  $16  a week,  and  that  multi- 
plied by  10  would  be  about  the  figure. 
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Miss  Van  Kleeck.  Yes.  I think  that  should  be  a higher  figure 
than  that,  because  the  average  earnings  are  probably  higher.  Prob- 
ably $20  a week  would  be  a safer  estimate  there  for  average  earnings, 
which  would  give  you  a total  of  perhaps  $200,000,000  a week.  All 
we  are  doing  here  is  to  measure  the  present  loss  of  earnings  of  the 
American  workers. 

Mr.  Hill.  Yes.  I inadvertently  omitted  one  additional  class  of 
workers,  workers  willing  and  able  to  do  full-time  work  but  unable 
to  obtain  full-time  employment,  shall  be  entitled  to  receive  the  differ- 
ence between  their  earnings  and  the  average  local  wages  for  full- 
time employment.  Then,  of  course,  it  is  provided  in  that  bill  that 
these  payments  may  be  adjusted  from  time  to  time  according  to  the 
variance  in  the  cost  of  living.  You  estimate  probably  200  million 
dollars  a week? 

Miss  Van  Kleeck.  It,  might  be  200  million  dollars  a week. 

Mr.  Hill.  Fifty-two  weeks  to  the  year. 

Miss  Van  Kleeck.  You  arc  anticipating  a continuance  of  this 
amount  of  unemployment,  apparently. 

Mr.  Hill.  We  have  not  seen  the  end  of  it. 

Mr.  Lewis.  1 have  just  made  a computation  on  the  basis  of  10 
million  unemployed.  This  does  not  take  into  account  the  families. 
Ten  dollars  a week  would  be  about  $500  a year.  That  comes  to 
5 billions  of  dollars  a year. 

Miss  Van  Kleeck.  And  we  are  ready  to  appropriate  just  now 
$4,000,000,000  for  public  works,  which,  however,  would  not  all  get 
into  the  hands  of  the  unemployed. 

Mr.  Hill.  If  you  take  it  on  the  basis  of  52  weeks  at  $20  per  week, 
you  would  have  $10,400,000,000  for  the  year,  to  pay  these  unem- 
ployed and  disabled  people.  You  say  that  it  is  provided  in  the  Lun- 
deen  bill;  that  is  the  one  you  are  referring  to,  H.  R.  2827? 

Miss  Van  Kleeck.  Yes. 

Mr.  Hill.  That  all  the  moneys  for  these  payments  shall  be  pro- 
vided through  taxes  on  inheritances,  gifts,  and  individual  and  cor- 
poration incomes  of  $5,000  a year  and  over.  What  rate  of  tax  would 
you  have  to  levy  in  addition  to  the  taxes  already  on  estates,  gifts, 
and  individual  and  corporation  incomes,  to  raise  this  $10,400,000,000? 

Miss  Van  Kleeck.  I have  not  figured  that,  because  obviously  the 
Treasury  Department  has  all  the  figures,  and  they  are  accessible  to 
this  committee. 

Mr.  Hill.  You  say  you  are  an  economist? 

Miss  Van  Kleeck.  Yes. 

Mr.  Hill.  You  cannot  side-step  the  question  like  that. 

Miss  Van  Kleeck.  I am  not  side-stepping  the  question.  If  the 
Committee  on  Ways  and  Means  will  provide  the  data — to.  which  the 
American  people  are,  of  course,  entitled — for  us,  we  will  estimate 
exactly  what  that  might  be. 

Mr.  Hill.  If  you  do  not  know  what  the  data  are,  you  perhaps  are 
simply  angling  in  the  dark  here. 

Miss  Van  Kleeck.  We  have  indicated  the  sources  of  funds.  First 
of  all,  funds  for  war  preparation.  Twenty-five  percent  of  the  total 
revenue  through  taxation  in  this  country,  Federal,  State,  and  munici- 
pal, goes  to  wars  past  and  future.  Twenty-one  percent  goes  to 
education.  We  have  an  enormous  amount  of  taxation  revenue  there 
which  can  be  saved. 
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Mr.  Hill.  How  much  could  you  get  out  of  all  that?  You  are 
talking  about  it  very  glibly.  How  much  can  you  get  from  each  one  of 
these  features? 

Miss  Van  Kleeck.  I am  not  talking  about  this  glibly.  What  we 
are  talking  about  is  the  other  side.  These  are  the  losses  of  the  Ameri- 
can working  class.  We  can  tell  you  what  those  losses  are,  and  we  can 
suggest  the  sources  of  funds.  But  the  point  is  that  these  figures  on 
taxation  rates  can  easily  be  figured  by  any  accountant.  It  is  not 
necessary  that  we  should  attempt  the  process  here  when  we  have  not 
the  basic  data  before  us. 

Mr.  Cooper.  I might  just  suggest  the  statistics  of  the  Treasury 
Department  are  certainly  available  to  every  citizen. 

Miss  Van  Kleeck.  Yes,  certainly. 

Mr.  Cooper.  All  one  has  to  do  is  ask  for  them. 

Miss  Van  Kleeck.  But  I am  merely  indicating  that  it  is  in  the 
Treasury  Department  that  these  computations  can  best  be  made.  It 
is  a vital  matter,  of  course,  for  the  Committee  on  Ways  and  Means  to 
search  out  those  sources  of  funds. 

Mr.  Hill.  We  have  now  on  individual  incomes  a maximum  rate, 
including  normal  taxes  and  surtaxes,  of  63  percent.  We  have  on 
estate  taxes  I think  60  percent.  How  much  higher  would  you  go 
on  these? 

Miss  Van  Kleeck.  I will  give  you  the  figures  for  the  United  States 
compared  with  Great  Britain. 

Mr.  Hill.  Wait  a minute;  will  you  answer  my  question? 

Mr.  Cooper.  We  are  familiar  with  that. 

Miss  Van  Lleeck.  You  are  entirely  familiar  with  that?  Then  it 
is  unnecessary  for  me  to  answer. 

Mr.  Hill.  I want  you  to  answer  my  question. 

Miss  Van  Kleeck.  Y"ou  ask  me  how  much  higher  we  could  go? 
All  right,  I say  we  could  go  as  high  as  Great  Britain.  We  could, 
therefore,  go  this  high.  Instead  of  2 percent  on  $5,000  we  could  go 
to  14.22  percent. 

Instead  of  4.8  percent  on  $10,000  incomes  we  could  go  to  18.62 
percent. 

Instead  of  6.8  percent  on  $15,000  a year,  we  could  go  to  22.95 
percent. 

Instead  of  10.08  percent  on  $25,000,  we  could  go  to  29.47  percent. 

Instead  of  17.2  percent  on  $50,000  incomes,  we  could  go  to  39.3 
percent. 

Instead  of  30.01  percent  on  $100,000  a year,  we  could  go  to  48.1 
percent. 

Instead  of  52.72  percent  on  half  a million  dollars  a year,  we  could 
go  to  61.58  percent. 

Instead  of  57.11  percent  on  $1,000,000  incomes  per  year,  we  could 
go  to  63.91  percent. 

That  is  an  answer  from  another  country  which  has  been  frequently 
referred  to  in  the  United  States  as  getting  along  rather  well  at  the 
present  moment  compared  with  some  other  countries. 

Mr.  Hill.  They  have  not  taken  care  of  their  distress  over  there, 
have  they? 

Miss  Van  Kleeck.  Much  more  adequately  than  we  have,  of 
course,  because  they  have  had  unemployment  insurance  since  1911, 
plus  relief,  which  is  necessary  to  supplement  their  system. 
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Mr.  Lewis.  May  I intervene  to  say  that  they  balance  their  budget 
every  year? 

Miss  Van  Kleeck.  With  these  higher  income  taxes,  of  course, 
which  are  necessary  to  balance  the  budget. 

Mr.  Hill.  How  much  additional  money  would  you  raise  by  the 
increased  rates  you  have  indicated  there? 

Miss  Van  Kleeck.  I would  be  glad  to  put  all  of  these  statistics 
into  the  record. 

Mr.  Hill.  Does  it  show  that?  Does  it  give  the  answer  to  my 
question? 

Miss  Van  Kleeck.  I am  sorry  that  I have  not  worked  out  these 
figures,  but  I will  be  delighted  later  to  put  it  in  the  record. 

Mr.  Hill.  It  would  not  be  of  any  use  to  us  if  you  cannot  get  it. 
You  are  an  economist. 

Miss  Van  Kleeck.  I have  it  here,  this  material  on  the  income  tax, 
and  would  be  glad  to  put  it  in  the  record. 

Mr.  Hill.  You  recognize  the  fact  that  $10,000,000,000  is  quite  a 
sum  of  money? 

Miss  Van  Kleeck.  It  is  a very  large  sum  of  money,  when  you 
think  of  it  as  the  loss  of  income  for  the  working  people,  which  is  the 
fact;  and  I set  over  against  that  the  production  capacity  of  this 
country,  which,  as  we  know,  is  very,  very  large.  Those  are  the  only 
two  facts  you  need  to  consider. 

Mr.  Hill.  You  have  no  idea  from  you  own  studies  and  computa- 
tions just  how  much  of  this  ten  billions  you  can  get  through  these 
sources  of  revenue  you  have  indicated? 

Miss  Van  Kleeck.  You  can  get  it  all.  You  can  get  the  whole  of 
this  necessary  amount  from  all  these  sources  that  have  been  indicated. 

Mr.  Hill.  Under  the  rates  that  you  have  indicated? 

Miss  Van  Kleeck.  Yes. 

Mr.  Hill.  Have  you  made  the  compilation? 

Miss  Van  Kleeck.  A large  part  of  the  calculation  I have  already 
told  you  was  put  into  the  record  yesterday  of  the  Committee  on  Labor, 
that  is,  through  the  organization  with  which  I am  connected. 

Mr.  Hill.  On  the  basis  of  these  rates  that  you  have  given? 

Miss  Van  Kleeck.  Yes.  This  material  is  in  the  records  of  the 
Committee  on  Labor.  I think  the  reading  of  those  proceedings 
would  be  very  useful  to  the  Committee  on  Ways  and  Means. 

Mr.  Hill.  Just  what  is  the  organization  with  which  you  are  con- 
nected? 

Miss  Van  Kleeck.  The  organization  which  has  made  this  com- 
putation is  the  Interprofessional  Association  for  Social  Insurance,  of 
which  I am  chairman.  The  organization  with  which  I am  connected 
in  my  work  is  the  Russell  Sage  Foundation. 

Mr.  Hill.  You  divide  your  time  between  the  two? 

Miss  Van  Kleeck.  No.  My  work  in  the  Interprofessional  Asso- 
ciation is  a wholly  voluntary  position. 

Mr.  Hill.  Of  course  it  takes  some  time.  You  could  not  start  that 
in  tomorrow  even  if  we  pass  this  bill  today,  could  you? 

Miss  Van  Kleeck.  Yes;  I think  one  could  begin  at  once. 

Mr.  Hill.  Where  would  you  get  the  money? 

Miss  Van  Kleeck.  As  soon  as  the  income  tax  took  effect. 

Mr.  Hill.  It  takes  about  a year. 

Miss  Van  Kleeck.  Not  only  the  income  tax;  but  there  is  available 
money  in  the  Treasury  at  the  moment. 
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Mr.  Hill.  It  takes  about  a year  to  get  revenue  from  a new  income 
tax.  It  takes  longer  than  that  from  the  estate  taxes. 

Miss  Van  Kleeck.  Yes;  but  there  is  mone}^  in  the  United  States 
Treasury,  even  so,  at  the  present  moment. 

Mr.  Hill.  You  are  not  very  deeply  concerned  about  where  the 
money  is  coming  from.  You  just  say,  “Pay  it.” 

Miss  Van  Kleeck.  I am  very  much  concerned.  I want  it  to  come 
out  of  an  increasingly  productive  industry.  That  is  the  reason  I am 
very  much  concerned  over  the  present  restrictions  on  production.  I 
want  to  see  us  release  productivity  from  those  restrictions,  and  then 
we  shall  be  simultaneously  helping  to  lift  ourselves  out  of  the  crisis 
by  the  only  sound  method. 

Mr.  Hill.  As  a student  of  economics  you  have  come  to  that  con- 
clusion, that  this  bill,  H.  K.  2827,  would  do  the  work? 

Miss  Van  Kleeck.  It  would  compensate  in  a very  limited, 
minimum  way,  for  present  loss  of  income  from  unemployment.  I 
have  repeatedly  said  it  would  not  establish  a planned  and  secure 
economy  in  the  United  States. 

Mr.  Hill.  Why  do  you  not  have  a plan  that  will  do  it?  You  seem 
to  be  very  facile  here  with  figures  in  your  scheme.  I do  not  see  why 
you  do  not  complete  the  job. 

Miss  Van  Kleeck.  If  you  ask  me  to  testify  before  the  committee 
on  a bill  which  will  do  it,  then  I shall  be  glad  to  appear  and  testify. 

Mr.  Hill.  You  have  not  presented  any  bill  that  will  do  it.  You 
might  offer  some  constructive  suggestions  here. 

Miss  Van  Kleeck.  I am  not  a Member  of  Congress,  Mr.  Congress- 
man. 


Mr.  Hill.  That  is  not  a very  good  alibi.  That  is  all. 

The  Chairman.  Have  you  studied  the  Townsend  old-age  pension 
plan? 

Miss  Van  Kleeck.  I have  heard  about  it;  certainly. 

The  Chairman.  How  does  it  fit  in  with  your  scheme? 

Miss  Van  Kleeck.  I believe  you  have  had  it  under  consideration. 

The  Chairman.  You  recommend  your  plan  as  a partial  solution 
of  the  problem.  He  is  as  enthusiastic  about  his  plan  as  you  are 
about  yours.  How  are  we  going  to  differentiate  between  the  plans 
of  two  intelligent,  enthusiastic  people? 

Miss  Van  Kleeck.  You  will  have  to  differentiate  on  the  basis 
of  the  material.  I know  of  no  other  way. 

The  Chairman.  Have  you  studied  his  scheme? 

Miss  Van  Kleeck.  To  some  extent. 

The  Chairman.  You  do  not  approve  of  it? 

Miss  Van  Kleeck.  I do  not  think  that  that  is  a possible  promise 
to  hold  out  to  the  aged  of  the  United  States  at  the  present  moment, 
no.  His  plan  offers  $200  a month,  does  it  not?  I think  that  is  the 
amount.  I do  not  believe  that  is  possible  in  an  old-age  scheme  just 
at  the  present  moment  by  any  proposal  which  he  brings  forward. 
But  then,  I think  he  was  before  this  committee  yesterday.  I was 
not  here.  So  I would  leave  that  to  the  committee. 

The  Chairman.  We  thank  you,  Miss  Van  Kleeck,  for  your  appear- 
ance and  for  the  information  you  have  given  this  committee. 

The  committee  will  take  a recess  until  tomorrow  morning  at  10 
o’clock. 

(Whereupon  at  3:05  p.  m.,  a recess  was  taken  until  10  a.  m.,  Tues- 
day, Feb.  5,  1935.) 
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